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Item 1. Busioess 

G-1 HoldiDp Inc. 

PART I 

G-1 Holdings Inc. (the .. Registrant"), incorporated under the laws of Delaware in 1988, is a wholly
owned subsidiary of GAF Corporation. The Registrant holds all of the issued and outstanding stock of 
G Industries Corp. ( .. G Industries"') which, in tum, owns, directly or indirectly, all the issued and outstanding 
stock of GAF Building Materials Corporation ( .. GAF Building Materials'') and 80.6% of the issued and 
outstanding stock of International Specialty Products Inc. ( .. ISP"). The remaining 19.4% of ISP's common 
stock is publicly held, and traded oo the New York Stock Exchange. The Registrant has its principal offices at 
818 Washington Street. Wilmington, Delaware 19801, telephone (302) 429-8525. 

GAF Corporatioa 

GAF Corporation (the .. Company"), through its subsidiaries including the Registrant, is engaged 
principally in the manufacture and sale of specialty chemicals and building materials. The Company was 
incorporated under the laws of Dc:law~m in 1987 and has its principal executive offices at 1361 Alps Road, 
Wayne, New Jersey 07470, telephone (201) 628-4000. The Company acquired its business on March 29, 
1989 by the merger of G AF Corporation, incorporated under the laws of Delaware in 1929 (the .. Predecessor 
Company") with and into a subsidiary of the Company. The Predecessor Company was liquidat.ed on April 
lO, 1989 and its assets and liabilities were distributed to certain of the Company's other subsidiaries. For 
further information see Note l of the Notes to the Registrant's Consolidated Financial Statements. Except as 
the context otherwise requires, the .. Company" refers to GAF Corporation and its subsidiaries includinalhe 
Registrant, and the Predecessor Company and its subsidiaries. 

The Company's principal domestic operations are conducted through the following subsidiaries: (i) ISP, 
which through its wholly-owned subsidiaries opera1es four specialty derivative chemicals plants, three mineral 
granules plants, four filters plants and one advanced materials plant; (ii) GAF Building Materials., which 
operates ten roofing plants, one glass fiber plant and one glass mat plant; and (iii) GAF Broadcasting 
Company, Inc. ( .. GAF Broadcasting"'), which owns and operates a classical music FM radio station, WNCN, 
in the New Y ark City markc:L The Company's international operations (consisting principally of international 
sales of domestically produced specialty derivative chemicals) are conducted through ISP's subsidiaries, 
branches and independent distributors. In addition, a specialty derivative chemicals plant is operated by 
GAF-Hiils Chemic GmbH ( .. GAF Hiils"'), a joint venture between ISP and Huls Aktiengesellschaft. in 
Marl, Germany. 

Financial infonnation concerning the Company's industry segments and international and domestic 
operations required by Item 1 is included in Notes 13, 14 and 15 of the Notes to the Registrant's Consolidated 
Financial Statements and Notes 7, 8 and 9 of the Notes to the Predecessor Company's Consolidated Financial 
Statements. 

latematioaal Specialty Products lac. 

ISP is a leading multinational manufacturer of specialty chemical products, including specialty derivative 
chemicals, mineral products, filter products and advanced materials. ISP, incorporated in Delaware in 1991, 
operates its business exclusively through 15 domestic subsidiaries., 20 international subsidiaries and GAF
Hiils. 

In July 1991, ISP completed an initial public offering of 19,3 88,646 shares, or 19 .4%, of its common stock 
at a price of S 15.50 per share. The net proceeds of $281.3 million were used to reduce the G Industries 
outstanding bank term loan. Sec Notes 3 and 10 of the Notes to the Registrant's Consolidated Financial 
Statements. 

Specialty Deriwlliw Chemict~Lr 

Produ.as and Markers. ISP manufactures more than 200 specialty derivative chemicals having 
numerous applications in consumer and industrial products. Most of ISP's specialty derivative chemicals arc 
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derived from acetylene. Specialty derivative chemicals consist of five main groups of products: vinyl ethers, 
polymers. solvents, intermediates and specialty preservatives. 

Vinyl ether polymers are used in cosmetics and personal care products and pharmaceutical and health
related products, primarily in hair care products, dental care products and detergent formulations. Vinyl ether 
monomers and oligomers are used in coatings and inks for both consumer and industrial products. 

Polyvinylpyrrolidone polymers are used primarily in cosmetics and personal care products, pharmaceuti
cal and health-related products and food and beverages. such as drug and vitamin tablet disintcgrants; 
clarifiers and chill-hazing agents for beer, wine and fruit juices; microbiocidal products for human and 
veterinary applications; hair care products such as mousses. conditioners, gels and s:iazes; ingredients in water
resistant mascara, sunscreen and lipstick; film-formers in pol.i.shes for consumer and industrial applications; 
and a dispersant in agricultural chemical formulations. 

Solvents are sold to customers for usc in agricultural chemicals. pharmaceuticals, lithography, wire 
enamel production, adhesives, plastics, electronic microchips and intcgralcd circuits. lubricating oil extraction 
and gas purification applications. JSP's family of solvents includes N-methyl pyrrolidone, butyrolactoae and 
tctrahydrofuran, certain of which are used by ISP as raw materials in the manufacture of polymers. 

Intermediates are manufactured primarily for use by JSP as raw materials in manufacturing solvents, 
polymers and vinyl ethers. Some intermediates are also sold to customers for use in the manufacture of 
engineering plastics and elastomers, agricultural chemicals, oil production auxiliaries and other products. 

Specialty preservatives are proprietary products that are markelcd worldwide to the cosmetics and 
personal can: industries. ISP sells a number of preservative products, including Germall 115, German II and 
Germaben II. Uses include baby preparations, eye makeup, facial makeup, after-shave and nail, bath, hair and 
sk.in preparations. 

Marlaring and Salu. JSP markets its specialty derivative chemicals through a worldwide marketing 
and sales force, consistins of approximately 250 employees.. ISP conducts its marketins and domestic sales 
from offices suatcgically located throughout the United States. ISP markets all of its specialty derivative 
chemicals worldwide. ISP sells its products in 72 cou.ntries throush 20 subsidiaries and 29 sales offices located 
in Western and Eastern Europe, Canada, Latin America and the Asia-Pacific resioo. Services or local 
distributors an: also used to reach markets that JD.i&ht otherwise be unavailable to ISP. 

Raw Mat~rials. The principal raw materials used in the manufacture of specialty derivative chemicals 
an: acetylene, formaldehyde, methanol and methylamincs. Most of these raw materials an: obtained from 
outside sources pursuant to Ions-term supply agreements. Acetylene, a significant raw material used in the 
production of most specialty derivative chemicals, is obtained by ISP for domestic usc from two unaffiliated 
suppliers pursuant to long-term supply contracts. At ISP's Texas City and Seadrift, Texas plants, acetylene is 
supplied by a large multinational company that generates this raw material as a by-product from ethylene 
manufacture. At ISP's Calvert City, Kentucky facility, acetylene is supplied by a company that generates it 
from calcium carbide. The acetylene utilized by GAF-Hii.ls is produced by H\i.ls, using a proprietary electric 
arc process., sourced from various hydrocarbon feedstocks. JSP believes that this diversity of supply sources. 
usins a number of production technologies ( cth ylcne by-product, calcium carbide and the electric arc) , tends 
to create a reliable supply of acetylene. In the event of a substantial interruption in the supply of acetylene 
from current sources, no assurances can be made that ISP would be able to obtain as much acetylene from 
other sources as would be necessary to meet its supply requirements. ISP bas not experienced an interruption 
of its acetylene supply that has had a material adverse effect on its sales of specialty derivative chemicals. 

With regard to raw materials other than acetylene, ISP believes that in the event of a supply interruption 
it could obtain adequate supplies from alternate sources. Raw materials derived from petroleum or natural gas 
are used in many of ISP's manufacturing processes and, consequently, the price and availability of petroleum 
and natural gas could be material to ISP's operations. During the latter part of 1990, crude oil prices increased 
due to the crisis in the Middle East. Despite such increases., ISP continued to obtain an adequate supply of 
petroleum-based raw materials as a result of spot market purchases from a number of suppliers.. During L 991, 
the Company obtained and expects to continue to obtain adequate supplies of these products at reasonable 
costs, although there can be no assurance that it will continue to do so. 
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Mineral Products 

Products and Markets. ISP manufactures mineral products consisting of ceramic colored roofing 
granules, which an: produced from rock deposits that an: mined and ground at ISP's quarries and colored 
using a ceramic chemical coating process. ISP's mineral roofing granules are sold primarily to the North 
American roofing industry for use in the manufacture of asphalt roofing shingles, for which they provide 
weather resistance, decorative coloring. heat deflection and increased weight ISP is one of only two major 
suppliers of colored roofing granules in North America, the other being Minnesota Mining & Manufacturing 
Company. ISP also markets granule by-products for use as mineral filler for asphalt roofing products and the 
construction of clay tennis courts. 

ISP estimates that more than 80% of the asphalt shiogles currently produced by the roofing iodustry are 
sold for the reroofing/replacement market, in which demand is driven not by the pace of new home 
construction but by the needs of homeowners to replace existing roofs. ISP estimates that the balance of the 
roofing iodustry's asphalt shiogle production historically has been sold primarily for use in new housing 
construction. Sales of ISP's colored mineral granules have benefited from a trend toward the iocreascd usc of 
heavyweight, threc-dimensiooal laminated roofing shingles, which require, on average. approximately 40% 
more granules than tra.ditiooal three-tab, lightweight roofing shioglcs. 

Marketing and Sales. ISP's mineral products are sold to asphalt roofing manufacturers throughout the 
United States. GAF Building Materials purchases I()O'l, of its colored roofing granule requirements from ISP 
(except for the requirements of its California roofing plant) under a contract that expires December 31, 199 3. 
These purchases constitute approximately 37% of the Company's mineral products net sales. 

Raw Materials. ISP owns rock deposits that have specific performance characteristics, including 
weatherability, the ability to re8cct UV light, abrasion-resistance. non-staining characteristics and the ability 
to absorb pigments. ISP owns three quarries, each with proven reserves, based on current production levels, of 
more than 20 years. ISP bas in recent years purchased land adjacent to its quarries for potential additional 
reserves. 

Filter Products and Advan£ed Materials 

ISP manufactures filter products, consistiog of pressure filter vessels., filter hap, filter systems. cartridges 
and cartridge bousinp. These filter products are designed for the treatment of process liquids in the paint, 
automotive, chemical, pharmaceutical, petroleum and food and beverage industries. 

While the primary market for ISP's filter products bas traditionally been in Europe, thn::e year$ ago ISP 
began to expand its market penetration in the Asia-Pacific region. ISP in 1990 entered the United States 
market, establishiog domestic distribution facilities in Michigan. 

ISP manufactures a variety of advanced materials, consistiog of high-purity carbonyl iroa products, sold 
under ISP's trademark Micropowdcr"', used in a variety of advanced technology applications for the aerospace 
and defense, electronics, powder metallurgy, pharmaceutical and food industries. It also produces a grade of 
iron product, sold under the trademark Ferrony!•. for usc as a vitamin supplement 

The primary market for ISP's advanced materials is the domestic defense industry, which employs these 
products in a variety of coatiog systems for stealth purposes in aircraft and naval ships. 

Competition 

ISP believes that. except for butanediol and tetra.hydrofura.n, it is either the first or second largest seller 
worldwide of most of its specialty derivative chemicals. ISP's major competitor is BASF Aktiengesellschaft 
( .. BASF'). Butanediol., which ISP produces primarily for usc as a raw material, is also manufactured by a 
limited number of companies in the United States. Germany and Japan. Tetrabydrofura.n is manufactured by 
a number of companies throughout the world. While: there are companies, other than ISP and BASF. that 
manufacture a limited number of the Company's other specialty derivative chemicals, the market position of 
these companies is mucb smaller than that of the Company. In addition to the ISP's competition as noted 
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above, there are other companies that produce substitutable products for a number of ISP's specialty 
derivative chemicals.. 

With regard to its mineral products, ISP bas only one major and one smaller competitor. With respect to 
filter products. ISP competes with a number of companies worldwide. With respect to advanced materials, 
ISP is the sole: domestic manufacturer of carbonyl iron powders and one of only two manufacturers worldwide. 

Research and DevelopmeN 

ISP's research and development department, consisting of approximately 200 pcBODS dedicated prioci· 
pally to specialty derivative chemicals, is located primarily at the ISP's worldwide technical center and 
laboratories in Wayne, New Jersey. Additional research and development is conducted at ISP's Calvert City, 
Kentucky and Texas City, Texas plant sites, Chatham, New Jersey facility and laboratories in the United 
Kingdom and Singapore. 

ISP's mineral products research and development facility, together with its recently opened customer 
design and color center, is located at Hagerstown. Maryland. 

Research and development expenses for both ISP and GAF Building Materials arc presented in Note 2 to 
the Notes to the Consolidated Fmaocial Statements of the Registrant and Note I of the Notes to the 
Predecessor Company's Consolidated Financial Statements. 

Patents and Trademarlu 

ISP owns approxima1ely 413 domestic and 216 foreign patents and owns or is the exclusive licensee of 
approximately 60 domestic and 850 foreign trademark registrations related to the business of ISP. ISP does 
not believe that any of its patents., patent applications or trademarks is material to its business or operations. 

GAF Buildiaa: Materials CCU"pOratioa 

GAF Building Materials manufactures and sells roofing materials to the residential and commercial 
roofing industries. 

Residensial Roofing. GAF Building Materials is a leading manufacturer of a complete line of residential 
roofing products. 

GAF Building Materials' principal products are its Sentinel, Royal Sovereign, Marquis, GAF Wood Line, 
Timberline, Timberline Ultra and Stateline shingles. All of GAF Building Materials' shingles have a Class A 
fire rating_ Shingles are made from glass fiber mat, coated with waterproofing asphalt on both sides and 
surfaced with ceramic coated mineral granules. Sentinel shingles arc GAF Building Materials' standard strip 
shingle and residential volume leader. Royal Sovereign shingles arc designed to capitalize on the emerging 
.. middle market" for quality roofing shingles at a slightly higher price than standard Sentinel shingles.. Marquis 
shingles serve as GAF Building Materials" premier 3-tab shingle. The GAF Wood Line shingle, a mid-weight 
laminated asphalt product, is gaining wide acceptance by builders and contractors as an economical trade·up 
for buyers of strip shingles. Timberline premium roofing shingles arc a heavyweight lamina~d product which 
offers the appearance of a wood shake shingle but with superior 6rc resistance and durability. Timberline 
lntra shingles arc super heavyweight shingles. GAF Building Materials' Stateline shingles are asphalt shingles 
which offer the appearance of slate and labor savings because of their large size. 

Other products include Timbertcx Hip & Ridge shingles, Shingle·Mate underlayment and Weather 
Watch ice and water barrier, a waterproof underlaymeat, which enable GAF Building Materials to offer a 
complete system of residential rooting components. 

Comm~I'Cial Roofing. GAF Building Materials markets a full line of built·up roofing and modified 
bitumen products and accessories for usc in the application of commercial roofing. Most of these commen::ial 
products arc assembled on the roof by applying successive layers of roofing membrane with asphalt and 
topped. in some applications., with gravel. Thermal insulatioo may be applied beneath the membrane. 
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GAF Building Materials manufactures a glass membrane u.oder the trademark GAFGLAS, which is 
made from asphalt impregnated glass fiber mat for use as a component in built-up roofing systems. GAF 
Building Materials also manufactures base sheets, 8ashinp and packaged asphalt for use in these systems. In 
addition, GAF Building Materials sells isocyanurate foam and perlite insulations and accessories such as vent 
stacks, roof insulation fasteners. cements and coatinp. 

Modified bitumen products arc sold under the Ruberoid trademark and bave proven very sua:essful, 
especially in re-roofing applications. These products consist of a roofing membrane utilizing polymer-modified 
asphalt, which strengthens and increases 8exibility, which is reinforced with a polyester nonwoven maL 
Modified bitumen systems provide bigb strength characteristics, such as weatherability, water resistance, and 
labor cost savinp due to case of application. 

Raw Materials. The major raw materials required for the manufacture of GAF Building Materials' 
roofing products arc asphalt, glass fiber, glass fiber mat, mineral stabilizer (generally crushed or pulverized 
limestone) and granules. Asphalt and mineral stabilizer arc available from a larp: number of suppliers. GAF 
Building Materials currently has contracts with several of these suppliers, with others available as substitutes. 
Prices of most raw materials have been reasonably stable, rising moderately with general industrial prices. The 
price of asphalt tends to move in step with the price of crude oil which decreased over 1991. Five of GAF 
Building Materials' roo6ng plants have easy access to deep water ports allowing delivery of asphalt by sbip, the 
most economical means of transport. GAF Building Materials has a plant which makes glass fiber mat for 
internal consumption and one plant wbicb manufactures chopped glass fiber for mat substrate, pcnnitting 
complete integration of the roofing manufacturing process. GAF Building Materials has obtained, and expects 
to continue to obtain, supplies of raw materials at reasonable costs, although there can be no assurance that it 
will do so. Sec "International Specialty Products Inc.- Mineral Products." 

Patents and Trademarks. GAF Building Materials owns approximately 50 domestic and 56 foreign 
patents and is a licensee with respect to approximately 38 domestic and 6 foreign trademark registrations. The 
Company believes the patent protection covering certain or its products to be material to those products, but 
patents are not of material significance to the business of GAF Building Materials, or to the industry generally. 
The duration of the existing patents and patent licenses is deemed satisfactory. 

Sea.Jtuuzl V.c~riatimu anJ Working Ulpit.c~l. Sales of roofing products in the northern regions of the 
United States generally decline during the winter months due to adverse weather conditions. To maintain a 
more constant level of manufacturing and sales., GAF Building Materials may follow the practice of "winter 
dating" in such regions, pursuant to which advantageous extended credit tcnns arc offered to creditworthy 
customers who order and accept delivery or roofing products during lbe winter months. 

Generally, GAF Building Materials' inventory practice includes increasing inventory levels throughout 
the first quarter in order to meet peak season demand (April through October). 

Marlc4ring .c~nd StJ/es. GAF Building Materials markets its roofing products through its own sales force 
with district sales offices located across the United States. A major portion of its sales arc to wholesale 
distributors who resell to roofing contractors and retailers who sell to the coosumcr markcL 

Competition. The roofing products industry is highly competitive and includes at least four major 
competitors, including GAF Building Materials, and numerous smaller regional competitors. Because the 
roo6ng products industry is composed of several regional markets, it is difficult to determine with precision 
GAF Building Materials' relative competitive position. Competition is based largely upon products and 
service quality, distribution capability, price and credit terms. GAF Building Materials is well positioned in 
the marketplace as a result of strong sales and distribution capabilities, favorable raw material costs and broad 
pnxiuct lines. 

Research and Developmeru. GAF Building Materials is engaged in new products development and 
process improvements which have led to cost savings and increased manufacturing efficiencies. In the first 
quarter of 1992, GAF Building Materials introduced the Ruberoid 20/30 fiberglass reinforced modified 
bitumen product line. In 1991, OAF Building Materials introduced the Marquis shingle, a premier 3-tab 
shingle which features GAFLEX coating, which allows all-season handling, and GAFGRIP- self-sealant 
which allows the shingles to adhere at temperatures 15 degrees lower than conventional adhesives. 
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For several years, prices in the roofi.ns indu.suy have declined. To meet this trend, GAF BllildinJ 
Materials maintains aggressive programs to n:d~~ee raw material and other costs, increase automation of 
production facilities, introduce new products, emphasize sales of profi.table high valuc·addcd products and 
maintain sales at a relatively biJb level in relation to plant capacities. 

GAF Bro..t.c:asdaa: Compaoy, IDe. 

GAF Broadcastins owns and operates WNCN, 104.3-FM, a commercial radio station broadcastins 
classical music and cuhwal. prosrams in the New York City metropolitan area. WNCN is on the air 24 hour 
hoW'S a day, 7 days a week. 

En,ironmeatal Compliaace 

The discussion as to asbestos·n:lated and environmental lawsuits involvins the Company, and appearins 
in response to .. Item 3. LcsaJ. Proceedings," is incorporated herein by reference. 

Since 1970, a wide variety of federal, state and local environmental laws and regulations have been 
adopted and continue to be adopted and amended. By n:asoo of the natun: of the Company's past and present 
operations and certain of the substances which are, or have been used. produced or discharscd by the 
Company's plants or other locations, the Company is affected by these laws and n:gulatioos. 

The Clean Air Act. Clean Water Act. Safe Drinking Water Act, and similar or local counterparts of 
those federal laws regulate air and water emissions or discharges into the environmenL The Resolll'CC 
Conservation and Recovery Act. the Compn:hcnsive Environmental Response. Compensation and Liability 
Act (''CERCLA"' or .. Superfund'') and the Superfund Amendments and Reauthorization Act of 1986, 
among others, address the storase. treatment, transportation and disposal of solid waste, and releases, and 
preparedness in the event of n:lca.scs, of hazardous substances to the environmenL The Company's current 
operations necessitate compliance with the Toxic Substances Control Act and related laws designed to assess 
the risk to health or the environment at early development stages for new products. Workplace safety and 
health standards are regulated by the Occupational Safety and Health AcL Laws already adopted or proposed 
in variollS states R:quire that indllStrial property be environmentally sound before it can be transfern:d or sold. 

The Company believes that compliance with environmental control requirements as presently interpreted 
and enforced will not materially affect its capital expeoditun:s, business or financial position in the indllStries 
in which it is ensagcd. Sec Note 17 of the Notes to the Registrant's Consolidated Financial Statements. 

Employees 

The Registrant has no employees other than its officers. 

At December 31, 1991, the Company employed approximately 4,07 S people worldwide. At such date, 
approximately 1,473 employees in the United States and Canada wen: subject to 20 union contracts, which are 
effective in most cases for two- or three-year periods. Of these contracts, S expired and wen: renegotiated in 
1991. The Company is currently nesotiating a contract with a new bargaining unit that was recently certified. 
The Company believes that its relations with its employees and their unions is satisfactory. 

The Company has in effect variollS benefi.t plans which include a capital accumulation plan for its salaried 
employees and certain of its hourly employees, a 8exi.ble benefit plan for its salaried employees, a non
contributory defined benefit retirement plan for its hourly employees. group insurance agreements providins 
life, accidental death, disability, hospital, surgical, medical and dental coverage and a non-qualified retirement 
plan for a group of executives. In addition, the Company bas contracted with various health maintenance 
organizations to provide medical benefits. The Company and, in many cases, the employees contribute to the 
cost of these plans. 

Recent E,eots 

In March 1992, ISP Chemicals and ISP Technologies (the "Issuers .. ), subsidiaries of ISP, issued $200 
million of 9% Senior Notes (the "Notes .. ), due 1999. The Notes are guarantc:N by ISP and certain of its 
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Subsidiaries (the .. Subsidiary Guarantors"). The oct proceeds from the issuance of the Notes were paid as 
dividends by the Issuers to ISP and used by ISP to repay a portion of an intercompany term notc to G 
Industries, and by G Industries to n:pay a ponion of its bank term loan under a Credit Agreement dated 
September 17, 1990 among G Industries, the lenders party thereto. The Bank of New York. The Bank of 
Nova Scotia, Banquc Paribas and The Chase Manhattan Bank (National Association). as Co-Agents and co
anangcrs,. and The Chase Manhattan Bank (National Association), as administrative agent (the "Credit 
Agreement"). In additioo, the Registrant's guarantee of tbc G Industries loans has been terminated. 

The Notes arc general, unsecured obligations of the Issuers. Upon issuance of the Notes, the Credit 
Agreement was amended, with the Issuers assuming G Industries' obligations under the Credit Agreement, 
including the $105 million term loan and a combined $200 million revolving credit/letter of credit facility 
(except for obligations related to letters of credit issued on behalf of subsidiaries of G Industries other than 
ISP, and its subsidiaries, which arc limited to S40 million). In addition, all liens on assets of ISP tbc Issuers 
and the Subsidiary Guarantors securing the indebtedness under the Credit Agreement wen: released. with the 
result that the remaining bank indebtedness and the Notes rank pari passu. 

Item 2. Properties 

The corporate headquarters,. principal n:scarch and development laborarories, general administrative and 
financial operations and principal electronic data processing facility of the Company and of ISP's administra
tive subsidiary and GAF Building Materials., arc located on approximately 100 acres of land and in 10 
buildings at L361 Alps Road. Wayne, New Jersey 07470. The facilities and land arc owned by a wholly-owned 
subsidiary of ISP. The premises arc subject to a first mortgage. 

The Registrant maintains its principal office in leased space at 818 Washington Street, Wilmington, 
Delaware 19801. 

The WNCN-FM studio and GAF Broadcasting arc located in leased offices at 1180 Avenue of the 
Americas, New York, New York 10036. 

The Company's principal domestic and international real propenies arc either owned by, or leased to, the 
Company or its subsidiaries as described in the list below. Unless otherwise indicated, the properties are 
owned in fee. In addition to the principal facilities listed. the Company maintains sales offices and warehouses 
in the United States and in twenty four foreign countries, substantially all of which are in leased premises 
under relatively short-term leases. 

l.omda. FMiliry Sc:t:..ut 

DOMESTIC 

Alabama 
Huntsville ................... _ . 
Mobile ....................... . 

California 
Fontana ...................... . 

Aorida 
Tampa ....................... . 

Georgia 
Savannah .................... . 

Indiana 
Mount Vernon ................ . 

Kentucky 
Calvert City .................. . 

Maryland 
Baltimore .................... . 
Hagerstown .................. _ . 

Massachusetts 
Millis ....................... __ 

Mic~ 
LIVOil.la ....•.••.••.••.• - • - - •.. 

Plant• 
Plant 

Planl, Sales Office 

Plant, Sa!es Office 

Planl, Sales Office 

Planl, Sales Office 

Plant 

Plant 
Research Ccn tcr, Design Ceo ter, 
Sales Office 

Planl, Sales Office 

Warehouse, 
Distribution Center• 

1 

ISP 
GAF Building Materials 

GAF Building Materials 

GAF Building Materials 

GAF Building Materials 

GAF BWlding Materials 

ISP 

GAF Building Materials 
ISP 

GAF Building Materials 

ISP 
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··-·--·-···-··---------------------------------------------------. 

Minnesota 
Minneapo6s ........... · · · · · ·. · 

Miuouri 
Annapolis .................... . 

New Jersey 
Bound Brook ................. . 
Chatham ..................... . 

Wayne ....................... . 

New Yorlr: 
New York .................... . 

Peansyl"ania 
Blue R.idp: Summit ............ . 
Erie ......................... . 

South Carol.i.oa 
Chester ...................... . 

Tennessee 
Nashville ..................... . 

Texas 
Dallas ....................... . 
Seadrift ...................... . 
Texas City ................... . 

W isc:onsi.n 
Pembine ..................... . 

INTERNATIONAL 
Belgi.um 

Sint-Niklaas .................. . 

Brazil 
Sao Paulo .................... . 

Canada 
M.ississauga, Ontario .......... .. 

Gn:at Britain 
Guildford ................... .. 

Singapon: 
Southpoint ................... . 

Affiliate: 
GAF-Hills Chemic GmbH 

Plant, Sales Office, 
Wan:house• 

Plant, Quarry 

Sales Office• 
Pladt, Sales Office•, 
Research Center 
Headquarters, 
Admi.ni..suatiwe 
Offices. Research Center 

Plant, Quarry 
Plant, Sales Office 

Pladt 

Plant, Resean::h Centc:r 

Plant, Sales Office 
Plant 
Plant 

Plant, Quany 

Sales Office, 
Dis trib u lion Ceo tr:r 

Plant•. Sales Office•, 
Distribution Ccntc:r-

Plant•, Sales Office•, 
Distribution Ccntr:~ 

European 
Headquarters•, Research Center 

Sales Office•, 
Distribution Center-, Asia Pacific 
Headquarters•, Warehouse• 

GAF Building Matc:rials 

ISP 

ISP 
ISP 

g~uilding Matc:rials 
ISP 

GAF Broadcasting 

ISP 
GAF Building Materials 

GAF Building Matc:ria.ls 

GAF Buildiag Matc:rials 

GAF Building Materia.ls 
ISP 
ISP 

ISP 

ISP 

ISP 

ISP 

ISP 

ISP 

Marl, Gcnnany . . . . . . . . . . . . . . Plant, Sales Office ISP 

• Leased Property 

The Company believes that its plants and facilities, which are of 11arying agc:s and are of different 
construction types, have been satisfactorily maintained, are in good condition and are suitable for the 
Company's operations and generally provide sufficient capacity to meet the Company's production require
ments. Each plant bas adequate transportation facilities for both raw materials and finished products. In 
1991, the Company invested $45.7 million in new plant, property and equipment Of this total, the following 
expenditures were or are allocable to ISP and GAF Building Materials (doUars in millions}: 

1991 

ISP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $34.4 

GAF Building Materials... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ll.J 
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Item 3. Lep1 Proceediop 

As of December 31, 1991, the Company was named as a co-defendant. together with numerous other 
companies, in approximately 69,000 pending lawsuits involving alleged health claims relating to the inhalation 
of asbestos fiber. The Company bas resolved approximately 73,000 other lawsuilS involving similar claims 
through December 31, 1991, The cost to the Company of resolving such insurers in connection with 
settlement agreements between, inur alia. the Company and such lawsuilS bas been covered in all material 
respccu by insurance or by funds received from certain insurers in connection with settlement agreements 
between. inter alia. the Company and such insurers. It is anticipated that additional suits will be filed by 
persons allegedly exposed to asbestos at sites where it is claimed asbestos containing materials manufactured 
by the Company and others may have been used. It is impossible to predict the number of such additional 
lawsuits. In 1971, the Company discontinued the sale of its principal asbestos insulation products and. in 
1975, withdrew from the sale of all asbestos products except products in which the asbestos fiber was fully 
bonded or encapsulated. which products the Company discontinued in 198 L 

In May 1979, the Company commenced an action in the Los Angeles, California Superior Court against 
fifteen of ilS insurance carriers to obtain a judicial determination that such carriers arc obligated to defend and 
indemnify the Company, under policies issued from 1947 to 1979, in all present and future asbestos bodily 
injury cases. In addition, the Company sought compensatory and punitive damages for breach of insurance 
contracts, violations of the California Insurance Code, bad faith and certain other claims. The action was later 
consolidated in the San Francisco Superior Court with actions by other asbestos producers against their 
insurers. Trial commenced in March 1985, and in preliminary decisions in various phases of this case the 
Court held. inur alia, that the insureds arc entitled to coverage for asbestos bodily injury claims under all 
insurance policies in effect from the date of the claimant's initial exposure through the earlier of diagnosis of 
disease or death; that the Company may utilize certain insurance policies issued to the Company before the 
1967 merger with The Ruberoid Co. to pay for asbest~ bodily injury claims; that the Company may allocate 
responsibility among the Company's insurers for these claims on bases favorable to the Company~ and that 
periods when the Company was uninsured self-insured. or had insurance with dcductibles or retentions are not 
considered "other insurance .. which would be available to the Company's insurers when they allocate monies 
paid for such claims amongst themselves. The Court also approved. as reasonable, settlement agRements 
between, inter alia, the Company and certain of its insurers. The remainder of the trial continued with respect 
to parties and issues not involving the Company. Final judgment on all phases of the trial was entered by the 
Court on February 8, 1990. The judgment has been appealed by various parties. The appeal is expected to be 
heard in the second quaner of 1992. 

In January 1987, the Company entered into settlemeRt agreements with five of its defendant-carriers in 
the California litigation described above (whose coverage constituted the major portion of the insurance 
coverage at issue under such litigation). These five settlements resolved all of the Company's outstanding 
claims against these insurers with respect to their asbestos bodily injury coverage and provides the Company 
with substantial insurance with respect to pending and pro5pective asbest~ bodily injury claims and related 
expenses. These carriers were dismissed from that litigation. The Company's suit against the remaining ten 
insurers in that litigation continued. In April 1990, subsequent to the entry of the aforesaid final judgment, 
however, four of those remaining insurers entered into a settlement agreement with the Company confirming 
the availability of their coverage for asbest~ bodily injury claims. 

In connection with the January 1987 settlements described above, the Company joined tbe Wellington 
Asbestos Claims Facility (the .. Facility .. ) , an organization of insurance companies and asbestos producers 
formed in 1985 to coordinate lhe administration of asbestos bodily injury claims. From and after January 
1987, the Facility assumed defense and settlement of tbe Company's pending, threatened and future asbestos 
bodily injury claims. The Company's share of the costs of settlements. jud&ments and legal expenses with 
respect to all claims handled by the Facility, were borne by the Facility, which was reimbursed by the 
Company's insurers on the basis of the amounts provided under the facility's agreement with the Company, 
and to the extent of the coverage afforded the Company under its policies of insurance and the aforesaid 
settlement agreements. At the same time, the Company entered into a separate agreement with another 
insurer, with which the Company bad previously settled its insurance coverage claims, so as to conform the 
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Company's arrangement with mch insurer regarding such setUements and with the Company's entry into the 
Facility. 

In October 1988, the Facility was formally dissolved. Effective as of that same date, the Company joined 
a newly-formed claims-handling organization, called the Center for Claims Resolution (the ~center .. ), 
currently composed of approximately 20 producers, wbich functions generally in the same fashion as did the 
Facility with respect to the handling of all pending, threatened and future asbestos bodily injury claims on 
behalf of the Company and the other members of the Center. As of December 31, 1991, there were 
approximately 78,900 pending claims being handled by the Center, a portion of which claims have previously 
been disposed of separately by the Company and for which the Company will not bear a share of responsibility 
as a member of the Center. The Center bas no insurer members, but a group of insurers, composed generally 
of the same insurers who were members of the Facility, have agreed to abide by the allocation percentages for 
liability and defense expenses established among the Center's members, and to pay their (the insurers') 
respective shares of such allocated liability and deCease expenses, based oa the insurance coverage provisions 
established pursuant to the June 1985 Agreement under which the Facility bad been established. These 
insurers have also asrecd to share with the Center's members a portion of the operating expenses of the 
Center. Additionally, under the agreement establishing the Center, any member can withdraw from the 
Center upon 60 days' prior notice. In connection with joining the Center, the Company entered into a 
separate agreement with a group of eight insurers providing the Company, in lieu of the Insurance Defense 
Program (available to the Company as a member of the Facility} which was discontinued when the Facility 
was dissolved, with additional coverage which will be available to the Company to pay asbestos bodily injury 
claims and related expenses when all other insurance coverage and other funding sources available to the 
Company for the payment of asbestos related claims have been exhauslcd (the ··Additional Coverage"}. The 
Additional Coverage will be available to the Company regardless of whether the Company remains a member 
of the Center. The Company's existing insurance coverage under its insurance policies and settlement 
agreements will also remain in effect notwithstanding the dissolution of the Facility or whether the Company 
remains a member of the Center or joins and/or remains a member of any other claims-handling organization. 

In October 1986, the Company commenced a declaratory judgment action in Los Angeles, California 
Superior Cowt with respect to the obligations for asbestos bodily injury coverage of certain underwriters at 
Lloyd's and British insurance companies under liability policies issued to the Company for the years 1979 to 

1983. In February 1989, the Company and these defendant insurers entered into a settlement agreement 
whereby, subject Oftly lO modification of applicable deductibles of the pOlicies involved, the availability and 
accessibility of this post-1979 coverage for asbestos bodily injury claims has been confirmed. 

In the opinion of management, with respect to the aforesaid health claim lawsuits, the ultimate 
disposition of such lawsuits will not have a material adverse effect on the Company's financial position. 

As of December 31, 1991, the Company, together with numerous other companies, was named as a 
codefendant in approximately 37 pending actions, commenced by school district.s, municipalities and similar 
governmental entities and building owners which allege ccooomic and property damage or other injuries in 
schools or public and private buildings caused, in whole or in pan, by what is claimed to be the present or 
future need to remove asbestos material from those premises. The Company did not seU asbestos spray or 
acoustical ceiling products, which are the primary products presently being removed from buildings. The 
Company, as of December 3 I, 1991, bas been dismissed r rom approximately I 00 similar actions without any 
payments and has resolved nine others for immaterial amounts, all of which amounts have been covered by 
insurance. The Company bas gone to trial in two cases, botb in Colorado. In the first case in March 1992, the 
United Stales Court of Appeals for the T cnth Circuit reversed a jury award of approximately $14,000 against 
the Company and ordered the District Court to enter a directed verdict in favor of the Company. In the 
second trial, the jury found in favor of the Company. 

The plaintiffs in asbestos-in-buildings cases seck. to rcc::over the cost of inspections. removal and/or the 
replacement of asbestos materials plus health screening examinations, counsel fees and expenses incum:d in 
conncc::tion with litigation and compensatory and punitive damages. Most of these actions arc still in early pre
trial stages. One of these lawsuits, in the United States District Court for the Eastern District of Pennsylvania, 
bas been certified as a class action for certain issues, including punitive damages. Trial of a portion of this 
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case, which bad been scheduled for February 3, 1992. hu been stayed pending a decision by the United States 
Court of Appeals for the Third Circuit on petitions filed by various defendants seeking to have the District 
Court judge recuse himself from the case. 

In October 1983, the Company filed a lawsuit in Los Angeles, California Superior Court against its past 
insurance carriers to obtain a judicial detennination that such carriers were obligated to defend and indemnify 
the Company in the asbestos-in-buildings cases referred to above. The Company is seeking declaratory relief 
as well as compensatory damages. This action is presently in the pre-trial pleading stage. The parties have 
agreed to bold this action in abeyance until such time as they arc: better able to evaluate developments as they 
may occur in the underlying asbestos-in-building cases. One of the Company's insurance carriers is currently 
paying, under reservations of rights, all costs of defense of the asbestos-in-building litigation. Because such 
litigation is in early stages and evidence and interpretations of important legal questions are presently 
unavailable, it is not possible lQ predict the future of such litigation. 

In the opinion of management, with respect to the aforesaid asbestos-in-buildings lawsuits, the ultimate 
disposition of such lawsuits will not have a material adverse effect on the Company's financial position. 

The Company has certain liabilities under New Jeney statutes and regulations relating to the dosing of 
its plant in Linden. New Jersey (the •'Linden Site~). In June 1989 and June 1990, the Company entered into 
two Administrative Consent Orders (the "ACOs") with the New Jersey Department of Environmental 
Protection and Energy ("NJDEPE") under the New Jersey Spill Compensation and Control Act, among 
other New Jersey laws, which establish deadlines for the Company to (i) comply with surface water discharge 
standards and (ii) develop a remediation plan for the Linden Site. Pursuant to the latter ACO, the Company 
posted letters of credit aggregating $7.5 million to cover the anticipated costs of remediation; however, there 
can be no assurance as to the actual costs that will be incurred in connection with such remediation. 

The Company is a party to a variety of proceedings and lawsuits involving environmental matters, 
including being named as defendant, respondent or a potentially responsible party, together with other 
companies, under CERCLA and similar state laws, in which recovery is sought for the cost of cleanup of 
contaminated waste disposal sites. These proceedings and lawsuits are, for the most part. in the early stages 
and, due to the practices of wute disposal haulers and disposal facilities prior to adoption and implementation 
of the environmental laws and regulations, evidence is difficult to obtain or evaluate. 

The Company is seeking dismissal of a number of the lawsuits and proceedings oo the ground that there 
appear.; to be no substantial evidence of the Company's responsibility for any hazardous waste present at 
certain of the sites in question. At each site, the Company anticipates, although there can be no assurance, 
that liability, if any, will eventually be apportioned among the companies found to be responsible for the 
presence of hazardous waste at the site. Based on facts presently available, it is not possible to predict the 
eventual cost to the Company in these euvironmental matters. In the opinioo of management, these 
environmental maners should be resolved gradually over a period of yean for amounts that in the aggregate 
will not be material to the business or financial position of the Company. 

The Company bas an agreement with its comprehensive general liability insurers to cover, under a 
reservation of rights, the majority of the Company's liability and expenses in connection with these 
administrative proceedings and lawsuits. Pursuant to the agreement, the insurers pay costs of the Company in 
defending these administrative proceedings and lawsuits and reimburse the Company for more than a majority 
of its liabilities. Each insurer who is a party to this agreement is rated at least "A" by a leading independent 
insurance rating service, as a result of which the Company believes that the insurers have the ability to make 
payments pursuant to the agreement, although no assurances can be given. The Company also believes that 
the amount of insurance available under tbe policies pursuant to wbicb tbe expenses and liabilities are being 
paid will be sufficient to cover the Company's expenses and that portion of the Company's estimated liability 
agreed to be paid by such insuren.. In addition, the Company has established a reserve to cover costs in 
connection with these administrative proceedings and lawsuits. 

The Texas Water Commission ("TWC") has filed an amended administrative enforcement petition with 
respect to the Company's Texas City, Texas manufacturing facility seeking a revised civil penalty of $60 1,200 
for alleged violations of TWC 6.nancial asswance requirements. a failure to complete closure of regulated 
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waste units in accordance with closure plan schedules and improper maintenance of two waste container 
storage areas. The Company is currently contesting the alleged violations and, although it is not possible to 
determine what the ultimate amount of the civil penalty, if any, will be, based on on-going discussions with the 
TWC, the Company believes that it will he lower than the amount sought in the enforcement petition which is 
based in pan upon the length of time that the violations have been pending. 

On March 8, 1990, GAF and a former GAF officer, without admitting or denyiog the allegations in a 
proposed complaint by the Commission, consented to the entry of judgments enjoining GAF and its 
subsidiaries (which include the Registrant) and their respective directors and officers from violating 
Sections IO(b}, 13(b)(2){A} and 13(d)(2) of the Securities Exchange Act of 1934 (the -Exchange Act-), 
and Rules lOb-5 and 13d-2 thereunder, and from aiding and abetting violations of Section 13(b){2)(A) and 
l3(d}(2) of the Exchange Act and Rule IJd-2 thereunder. GAF also paid a fine of $1.25 million in 
connection with the judgments. The proposed complaint arose out of allegations that the defendants 
attempted to increase the price of Union Carbide Corporatioo ( .. Union Carbide") common stock on 
October 29 and 30, 1986 in connection with the disposition by GAF of a portion of its Union Carbide Stock 
position. 

In September and October 1988, two purported class actions were filed in the United States District 
Court for the District of New Jersey against GAF. certain of the Registrant's affiliates and current and former 
directors, including Mr. Heyman and Mr. Eckardt. The actions were commenced by two former stockholders 
of GAF on their own behalf and on behalf of other stockholders similarly situated who purchased shares of 
GAF between October 2, 1986 and July 6, 1988. The complaints allege certain violations of the Exchange 
Act, common-law fraud and negligent misrepresentation. arising from the charges set forth in the aforesaid 
judgments.. The defendants have denied the allegations of the complaints and management believes that their 
ultimate disposition will not have a material adverse effect on the Company's financial position. 

In November 1988, the Mass Media Bureau of the Federal Communications Commission ( .. FCC") 
approved the application filed in March 1988 by the Predecessor Company for authority to transfer control of 
its subsidiary, GAF Broadcasting Company, Inc .• as licensee of WNCN-FM, in connection with the then 
proposed Acquisition, which was subsequently consummated in March 1989. (See '"Item I. Business of the 
Company- Corporate Dc:vt:lopments," for a description of the Acquisition.) In December 1988, Listeners' 
Guild, Inc., a New York not-for-profit corporation, composed of individual radio listeners, whose petition to 
deny the transfer application bad been denied by the FCC i.n November L988, filed a petition with the FCC 
for reconsideration of the FCC's grant of approval, which petition is still pending. In February 1991, GAF 
Broadcasting filed an application with the FCC to renew, for an additional seven years, its license to operate 
WNCN. In May 1991, the Guild and two other parties filed petitions with the FCC to deny renewal of the 
GAF Broadcasting license and two parties filed competing applications seeking the WNCN license. The 
GAF Broadcasting renewal application, the petitions to deny and the competing applications are currently 
pending. In the opinion oC management, the ultimate disposition of the FCC matters will not have a material 
adverse effect on the Company's financial position. 

The Company and certain directors of the Predecessor Company have been defendants in a lawsuit 
pending in New York State Supreme Coun, New York County, involving claims by the estate of Jesse 
Werner, the former Chairman and Chief Executive Officer of the Predecessor Company, that they wrongfully 
prevented him from exercising options to purchase 240,000 shares of common stock of the Predecessor 
Company and seeking to recover $800,000 in compensatory damages and $5,000,000 in punitive and 
exemplary damagc1 (tbe ''Stock Option Action-). The complaint was subsequently amended to increase the 
damages sought to $13,897,000 and $20,000,000, rcspectiveky, based primarily on the increase in the price of 
the Predecessor Company's common stock after the commencement of the actioo.. The Coun, however, ruled. 
in response to a motion by the Company, that the estate would be precluded from introducing evidence in 
support of the amended compensatory damage claim, and that damages., if any, were required to be measured 
by and limited to the difference between the marlc:et price of the stock at the time exercise of the option was 
denied to Werner and the exercise price of the options. In the alternative, the amended complaint seeks 
specific performance of W cmer's options. In March 1984, the Company commenced a lawsuit in New York 
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State Supreme Cowt, New York County, against Werner and ccnain direclOI"S of the Predecessor Company 
seeking to recover compensatory damages in connectioo with Werner's compensation arrangements and costs 
incurred in waging the 1983 proxy contest plus $50,000,000 in punitive damages (the .. Waste Action"). 

Under the Company's By·Laws and under the Delaware General Corporation Law, the present and 
fonner directors and officers of the Company and the Predecessor Company arc entitled to indemnification 
against certain liabilities. costs and expenses in any action, suit or proceeding as a result of their service in such 
capacity unless it is finally detcnnined that they failed to act in good faith and in a manner which they 
reasonably believed to be in, or not opposed to, the best interest of the Company. The Company maintained 
company reimbursement and directors and officers liability insunmce policies which were in effect during the 
period when the foregoing lawsuits were commenced and which shou.l.d provide for reimbursement of amounts 
that might be paid in fulfillment of such indemnification obligations. 

In the opinion of management, with respect to the Stock Option Action and Waste Action, the ultimate 
disposition of these actions will not have a material adverse effect on the Company's financial position. 

hem 4. Submissioa or Matters to a Vote or S«urity Hoklers 

No matters were submitted to a vote of the Registrant's securicy- holders in 1991. 
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PARTD 

Item 5. Market for ReciJttu,t's Commoa Equity aad Related Marten. 

There is oo trading market ror the Registrant's common equity securities. All or the Registrant's 
Common Stock is held by the Company. 

hem 6. Seleaed Historical Coasolidaled Fi.aaacial Data 

See page F-7. 

Item 7. Maaqemeat's Discussioa aad Analysis of Fiaaaclal Coadidoa aad Results of Operations 

See Page F-3. 

Item 8. Fiaaac:ial Stalellleats aacl Supplemeatary Data 

See Index oo Page F-1. 

Item !f. Cbaaps ia aad Disqreemeats wiG Accouataats oa Accouati• aad Fmaadal Disclosure 

None. 
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PARTID 

Item 10. Dired:on aad Executive Oflicen of tbe Re&i,stn.nt llDd tbe Coepaoy 

The Registnlot 

The name, age, principal occupation or employment at the present time and during the last five years and 
the name and principal business of any corporation or other organization in which such occupation is or was 
conducted, of the directors of the Registrant and each of the executive officers of the Registrant are set forth 
below. Each person listed below is a citizen of the United States. 

Stephen A. Block 
OirccUlr, Senior Vice 
President, General Counsel 
and Secretary 

Samuel J. Heyman 
Director, Chairman and 
Chief Executive Officer 

TbeComPllDJ 

"• 
47 

53 

Prant Prt.d,.,_ Ocal,.._ or E..,ao,.e.t 
_. n-.\'_. u.,taymmt m...., 

Mr. Block bas been a director, Senior Vice President, General 
Counsel and Secretary of the Registtant since October 1990. He 
bas held the same positions with the Company since October 
1990. Mr. Block was Vice President and Deputy General Counsel 
of the Company from Aprill989 lo October 1990, prior to which 
he held the same position with the Predecessor Company from 
April 1988 to April 1989. From May 1987 to April 1988 he was 
Deputy General Counsel of the Predecessor Company. From 
1974 to 1987 he served in various management and legal positions 
with Celanese Corporation, a diversified chemicals and fibers 
manufacturing company. 

Mr. Heyman bas been Chairman and Chief Executive Officer of 
the Registrant since October 1990 and bas held the same positions 
with ISP since its formation. He was the sole ~tor and 
President from August 1988 to October 1990. Mr. Heyman bas 
been Chairman and Cb icf Executive Officer of the Company since 
April 1989 prior to which he held the same positioo with the 
Predecessor Company from December 1983 to April 1989. He is 
also the Chief Executive Officer, Manager and General Partner of 
a number of closely held real estate development companies and 
partnerships. 

The name, age, principal occupation or employment at the present time during the last five years and the 
name and principal business of any corporation or other organization in which such occupation is or was 
conducted, of each director of the Company, other than Messrs. Block and Heyman who are also directors of 
the Regislrant, are set forth below. Each person listed below is a citizen of the United States. Unless 
otherwise stated, all employments have continued for at least five years.. All directors other than Mr. Heyman 
have served the Company as directors since April 1989. Mr. Heyman bas served as director since September 
1987. Mr. Heyman and Ronnie F. Heyman are husband and wife. 

N-••P"*'-Hefd 

Carl R. Eckardt 
Director and Executive 
Vice President, 
Corporate Development 

61 Mr. Eckardt bas been a director and Executive Vice President, 
Corporate Development of the Company since April 1989, prior to 
which be held the same position with the Predecessor Company 
from January 1987 to Aprill989. Mr. Eckardt has beld the same 
position with JSP since its formation. Mr. Eckardt was a Senior 
Vice President of the Predecessor Company from 1981 to 1987, 
and was President of the Predecessor Company's chemicals sub· 
sidiary and division from 1985 to 1987. Mr. Eckardt joined the 
Predecessor Company iD 1974. 
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Ronnie F. Heyman 
Director 

Irving Kagan 
Director 

John M. Sergey 
Director and Executive 
Vice President and 
President, G AF Building 
Materials Corporation 

Ap 

43 

56 

49 

Mrs. Heyman is a director of the Company and is a partner in the 
law firm of Heyman & Heyman which specializes in real estate 
law. 

Mr. Kagan is a director of the Company and was Senior Vice 
President, General Counsel and Secretary of the Company from 
April 1989 to October 1990 prior to which he held the same 
position with the Predecessor Company form I 986 to April 1989. 
Before such time, he served as Senior Vice President, General 
Counsel and in various other management and legal positions from 
1968 to October 1986 with The Hertz Corporation, an automobile 
and truck leasing company. 

Mr. Sergey has been a director and Executive Vice President of 
the Company and President, GAF Building Materials since April 
1989. From 1978 to 1989 he served in various management 
positions with Avery International Corporation, a company en
gaged in the manufacture and conversion of pressure sensitive 
adhesive products., including Group Vice President of the Materi-
als Group from 1987 to 1989 and Group Vice President of the 
Soabar Group from 1984 to 1987. 

For information concerning litigation involving directors of the Company see ~Item 3. Legal 
Proceedings.'' 
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Item 11. E.xec:utbe Compeasatioo 

Cash Compntsatioa 

The following table sets forth the cash compensation of the five most highly compensated executive 
officers of the Company and all executive officers as a group for services rendered during fiscal year 1991. 

N•-arlll......._ 
ar ••mba- ol .,._s 

-~p 

Samuel J. Heyman 

Irwin Engelman ( 3) 

Carl R. Eckardt 

John M. Sergey 

Stephen A. Block 

All Executive Oflicets 
as a Group (7 individuals) 

Chairman of the Board and Chief 
Executive Officer 

Executive Vice Pn:sident and Chief 
Financial Officer 

Executive Vice President, Corporate 
Development 

Executive Vice President and 
President. GAF Building Materials 
Corporatioo 

Senior Vice President, 
General Counsel and Secretary 

Culaca...-SMioll 
s.t.ry ao.n(IJ Odler(lJ 

s 407,083 s 225,000 s 9,019 

282,500 141,250 21,725 

224,583 165,000 4,859 

218,021 135,000 31,922(4) 

191,666 115,000 3,979 

$1,671,071 s 807,500 $114,214 

(I ) Includes Executive Incentive Compensation attributable to 1991 but paid in 1992 pursuant to the 
Incentive Program described below except that the amount shown for all Executive Officers as a Group. 
Payments made pursuant to the Incentive Program attributable to 1990 but paid in 1991 an: as follows: 
Mr. Heyman-$0; Mr. Engelman-$103,125: Mr. Eckardt-$80,000; Mr. Sergey-$105,000; Mr. 
Block-$70,000; and all executive officers as a group (7 ind.ividuals)-$443,125. Mr. Heyman received a 
deferred bonus attributable to 1990 but paid in 1992 in the amount of $163,900. 

(2) Includes the cost to the Company of special life insurance provided to the Company's officers., the 
Company's cash contributioas to the GAF Capital Accumulation Plan and payments pursuant to a 
separation agreement with an officer whose: employment with the Company terminated in November 
1991. 

(3) Mr. Engelman resigned effective January 31, 1992. 

(4) Includes a relocation payment made to Mr. Sergey. 

CompeDSatioo Pursuant to Plans 

The Company maintains certain compensation plans, programs and arrangements for its executive 
officers and key employees of the Company and its subsidiaries. Set forth below is a brief description of each 
such plan under which compensation or other benefits wert: paid during 1991 or are proposed to be paid in the 
future. 

Executivtlnanrivtl Comptrualion Program 

Each of the Company and ISP bas an Excc:ut.iv~ Incentive Compensation Program (i:Ollectively, the 
.. Incentive Programs") . The I ncentivc Programs cover a total of approximately 300 officers, managers and 
other professional employees of the Company and its subsidiaries. 

Tbe Company's Incentive Plan covers key employees ofGAF Building Materials and GAF Broadcasting. 
ISP's Incentive Plan covers key employees of ISP and its subsidiaries. The Board of Directors of each of the 
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Company and ISP, in its discretion, makes cash compensation awards to the key employees from an incentive 
compensation fund which is determined annually by each such Board of Directors based upon each company's 
and ISP's respective financial performance and other factors.. The criteria then used to determine awards from 
each incentive compensation fund include individual penonnance of the employee measured against 
management-approved objectives as weU as the profit penonnance of the employee's busineH unit or 
department as applicable. 

ISP 1991 Inanliw Plan for Key Employees. The ISP 1991 Incentive Plan for Key Employees (the 
.. 1991 Incentive Plan") authorizes the grant of options to purchase a maximum of 3,000,000 shares of ISP's 
Common Stock. 0pti0115 may be either options intended to be ""incentive stock options" within the meaning of 
Section 422 of the Internal Revenue Code (the .. Code"), or "noo-qualified" stock options for purposes of the 
Code. The exercise price of options granted must be at least equal to the Fair Market Value (as defined in the 
1991 Incentive Plan) of such sban:s on the date of grant. With respect to any incentive stock option granted to 
an Over-Ten-Percent Shareholder (as defined in the 1991 Incentive Plan) who owns stock possessing more 
than 10% of the voting rights of ISP's outstanding capital siOC.k. oo the date of grant, the exercise price of the 
option must be at least equal to 110% of the Fair Market Value on the date of granL 

The term of each option is five years and 60 days {five years for certain incentive stock options granted to 
Over-Teo-Percent Shareholders}. Options may not be exercised during the first year after the date of grant. 
Thereafter, except as noted below, each option becomes exercisable as to 20%, 40%, 60%, 80% and I()()% of 
the shares subject thereto on each of the first through the fifth anniversaries of the date of grant. respectively, 
provided that with respect to options granted to an Over-Ten-Percent Shareholder, the option will become 
exercisable as to 100% of shan:s subject thereto four years and ten months from the date of granL 

ISP is seeking the approval of its stockholders at its 1992 Annual Meeting to amend the 1991 Incentive 
Plan to permit ISP's Compcnsalioo and Pension Committee, on a case by case basis, to aUow vested options to 
vest for up to nine years from the date of grant and to permit ISP's Board of Directors, on a case by case basis., 
to vest unvestcd options in the event of a ''Change in ControL" A "Change in Control" of ISP is deemed to 
have occurred if the executive officers of ISP as of June 28, 1991, either directly or through one of their 
affiliates. ceases to have. directly or indirectly, at least 2~ of the voting power of ISP. A subsidiary of the 
Company, which owns 80.6% of ISP's outstanding common stock, bas committed to vote its ISP common 
stock in favor of the amendment. thereby ensuring its adoption. 

The selection of eligible employees to receive options .and awards under the 1991 I nccntive Plan is made 
by ISP's Compensation and Pension Committee. Awards of options are based on the Compensation and 
Pension Committee's evaluation of an employee's past or potential contribution to ISP or its subsidiaries and 
no other consideration for the granting or extension of options is received by ISP. ISP's Compensation and 
Pension Committee determines the number of shares as to which options arc to be granted to any employee. 
the date of the optioo grant. whether the option is intended to be an incentive stock option or a nonqualificd 
stock option and other terms governing the options. There is no stated maximum or minimum number of 
options or shan:s which may be issued to any one eligible person or group of persons. However, the aggregate 
Fair Market Value of JSP Common Stock (determined at the date of the option grant) for which any 
employee may be granted incentive stock options in any calendar year may not exceed $100,000, plus certain 
carryover allowances from the previous three years permitted under the Code. 

Holders of stock options granted under the 1991 Incentive Plan have certain limited stock appreciation 
rights ("Limited Rights") which are in addition to the stock appreciation rights already included under the 
1991 Incentive Plan. These Limited Rights apply only in the event of a tender or exchange offer for the 
Company's Common Stock by a bidder other than ISP, and entitle the option bolder to surrender any then 
exercisable option or portion thereof and receive either casb or ISP's Common Stock, as determined by ISP's 
Compensation and Pension Committee, equal to the difference between tbe aggregate Fair Market Value of 
the shares subject to optioas on the date of surrender (as determined in accordance with the Limited Rights) 
and the aggregate option price. 

Notwithstanding any other provision of the 1991 Incentive Plan, ISP's Compensation and Pension 
Committee may elect to pay any exercising option holder, in lieu of wuins shares of ISP's Common Stock, an 
amount equal to the difference between the aggrcpte Fair Market Value of the shares subject to option 
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sought to be exercised and the aggregate option price. Such amount shall be paid in cash or any combination 
of cash and ISP Common Stock. at the election of ISP's Compensation and Pension Committc:c:. 

The 1991 Incentive Plan was adopted in June 1991. No options have been granted to persons named in 
the Compensation Table, whose equity in ISP is primarily represented by their ownership of the capital stock 
of the Company, which is privately held. Non-qualified stock options on 110,000 £hares and 10,000 shares. 
each at an option price of $12.25 per share., have, however, been granted to an executive officer of ISP and one 
other executive officer, respectively, who do not own any capital stock of the Company. Upon approval by the 
stockholders of ISP of the amendments to the 1991 Incentive Plan described above, an executive officer of 
ISP will be entitled to the benefit of both such amendments with respect to his options. In total, non-qualified 
stock options on 836,948 shares at an option price of S 12.25 per share and 61,560 shares at an option price of 
$14.00 per share have been granted to all employees other than executive officers. The closing market price of 
lSP's Common Stock on March l3, 1992 was $10.75 per share. 

Equity Appr«iation Plan 

Equ.ily Appncilllion Plan. As of July 15, 1991, the Company terminated a compensation plan (the 
.. Equity Appreciation Plan") which provided for the granting of "Appreciation Units" to certain employees. 
Under the terms of the Equity Appreciation Plan, Appreciation Units bad no cash value when granted, but 
increased or decreased in value based on changes in the .. book value" (as defined in the Equity Appreciation 
Plan) of the Company's common stock. 

Upon the termination of the Equity Appreciation Plan, grantees received payment in respect of their 
vested Appreciation Units. On each anniversary date of the grant of a grantee's Appreciation Units, and 
provided that on such anniversary date the grantee is an active employee, the grantee will be paid in cash an 
amount equal to 20% of his or her remaining Appreciation Units until payment has been made for 100% of 
that grantee's Appreciation Units. 

Mr. Engelman was the only executive officer of the Company to have been granted Appreciation Units. 
As of the date of his resignation, he was vested with respect to 2()11, of such Appreciation Units. 
Notwithstanding the payments made and to be made to other grantees as aforesaid, Mr. Engelman was not 
entitled to receive any payments in respect of his Appreciation Units until his employment with the Company 
terminated, at which time be became entitled to receive a payment of $303,117 in respect of the 20% of such 
Appreciation Units which bad vested. The Company is required to make such payment on or before 
January 31, 1993. 

Capital Accu.mu.lation Pilln. The GAF Capital Accumulation Plan ("'GAFCAP") for salaried employ
ees was adopted by the Company to encourage employees to accumulate funds for retirement. 

GAFCAP is a profit sharing retirement plan which contains a salary reduction arrangement which 
complies with Section 401 (k) of the Code. An employee becomes eligible to participate in GAFCAP 
commencing on the first day of the month after he or she bas completed six months of service. Pursuant to 
GAFCAP, each participant may elect to reduce hs or her compensation by up to 14% (thereby excluding from 
his or her income for federal income lax purposes the amount of such reduction) and to have the Company 
contribute such amount to GAFCAP on his or her behalf (-salary reduction contribution"). A participant 
also may elect to make non-deductible (for federal income tax purposes) voluntary contributions to GAFCAP 
in an amount not to exceed 10% of his or her compcns,atioo. The Company will contribute an additional 
amount equal to 3% of a participant's compensation and will match two-thirds of a participant's total 
contribution up to 4% of a participant's compensation, except that it will not match contributions that are not 
salary reduction contributions unless the participant bas made the maximum sa.lary reduction contribution. 
Distributions commence as soon as practicable after either the tcrmination of employment or retirement, and 
a participant may elect to receive payment either (a} in monthly installments over a period equal to the 
participant's life expectancy or that of his or her spouse, if longer, or {b) in a lump sum. Executive officers 
who participate in the Noo-Qualified Retirement PLan are not entitled to have employer contributions made to 
their GAFCAP accounts., if any. Mr. Engelman and Mr. Sergey were the ooly executive officers for whom 
employer contributions were made to GAFCAP in 1991. 
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Non-Qualified Retiremem Plan 

The: Company has a non-qualified retirement plan for the benefit of certain kc:y employees (the: 
''Retirement Plan"). The benefit payable: Wlder the Retirement Pian, which vests in accordance with a tO
year schedule:, consists of an annual payment commencing at age: 65 equal10 25% of a covered employee's last 
full year's salary. The benefit continues for the: Longer of 15 years or the: joint lifetimes of the: employee and his 
or her spouse. If a covered employee dies while employed by the Company, a death benefit of 36% of the 
c:mployc:e's annual income: at the date of death is payable: for a term of 15 years 10 the: employee's beneficiary. 
Employees who participate in tbc: Rc:tirc:mc:nt Plan are not entitled 10 have: employer contributions made to 
their accounts, if any, under GAFCAP. 

No nc:w participants are being admitted to the: plan as of January 1989. The amount of annual vested 
benefits to which each executive: officer was entitled at the end of 1991 was as follows: Mr. Hc:yman-$58,200; 
Mr. Eckanit-$28,200; Mr. Block-$18,419; and all executive officers as a group (5 individuals)-$181,820. 

S~Nerance Polley 

The Company's basic severance policy for salaried employccs provides for payments to employcc:s based 
upon the age: and length of service: of the employee at the: time of termination. This policy docs not apply 10 
c:mployccs who arc dismissed for cause. The Company provides executive: officers with the greater of a 
severance payment under the basic policy or six months' salary. Pursuant to the terms of the basic policy, the 
only executive officers who would be currently entitlc:d 10 severance payments in excess of $60,000 are Samuel 
J. Heyman and Carl R. EckaniL Mr. Heyman and Mr. Eckardt would be entitled to severance: payments of 
$161,667 and $107,708, rc:spcctivc:ly. Pursuant to the six months' salary practice the Company's executive 
officers would be entitled to receive the: following severance payments: Mr. Hc:yman-$242,500; Mr. 
Sergcy-Sll3,750; Mr. Eclwdt-$117,500: Mr. Block-Sl05,000; and all executive officers as a group (5 
individua.ls)-$551,375. 

Life lnsurtlna 

Salaried employees of the Company are eligible to enroll on a contributory basis in a benefits package 
providing generally for term life insurance equal to up to two times cum::nt annual base salary, an accidental 
death and dismemberment payment up to two times current annual base salary and monthly long-term 
disability benefits o( up to 60% of current salary. In addition, salaried employees received life insurance 
coverage equal to their current annual base salary. All c:Lectc:d officers receive the aforementioned accidental 
death and dismemberment and long-term disability coverages on a non-contributory basis; they also receive 
group term life insurance coverage: equal to four times current annual base salary. The cost to the Company of 
such insurance covengc for all executive officers is included in the Executive Compensation Table. 

Personal Benefits 

The Company also provides certain personal benefits (principally leased automobiles) to its executive 
officers which are difficult to quantify in terms of business or personal use. The Company has concluded, 
however, after reasonable inquiry, that the aggregate amounts attributable to such personal benefits do not 
exceed the lesser of $25,000 or lOC. of total cash compensation for each person named in the Cash 
Compensation Table above, or, as to all executive officers of the Company as a group, the lesser or $25,000 
times the number of persons in the group or 10% or the total cash compensation for the group. 

Direcwr Com~tuanon 

No directors of the registrant receive compensation for their services as directors. 
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------------------------·-·····--------------·-····----------------------------------------..... 

PART IV 

Item 14. Exhibits. Fiaaacial Statement Schedules aad Reporl!!i oa Form 8-K 

The following documents are filed as part of this report: 

(a) (1) Financial Statements: 

See Index on page F-1 

(a) (2) Financial Statement Schedules: 

See I ndcx on page F -1 

(a)(J) Exhibits: 

3.1 -Certificate of Incorporation of the Registrant {incorporated by reference to Exhibit 3.1 to 
the RegistraDt"s Form 10-K for the year ended December 31, 1989). 

3.2 -By-laws of the Registrant (incorporated by reference to Exhibit 3.2 to the Registrant's 
Form 10-K for the Year ended December 31, 1989). 

4.1 - Indenture regarding G-1 Holdings Inc. Subordinated Merger Debentures due 2005, dated 
March 29, 1989 (incorporated by reference to Exhibit {a)(4)(i) to the Registrant's Form 
10-Q for the Quarter ended April 2, 1989). 

10.1 -Non-Qualified Retirement Plan Letter Agreement (incorporated by reference to Exhibit 
10.1 to the Registrant's Form 10-K for the Year ended December 31, 1989). 

10.2 -Amendment and Restatement, dated as of February 28, 1992, among ISP Chemicals Inc., 
ISP Technologies Inc., ISP, G Industries Corp., the financial institutions party thereto, The 
Bank of New York, The Bank of Nova Scotia, Ban que Paribas, and The Chase Manhattan 
Bank {National Association), as Co-Agents and Co-Arrangers, and The Chase Manhattan 
Bank {National Association}, as Administrative Agent, to the Credit Agreement dated as 
of September 17, 1990 (without exhibits) (incorporated by reference to Exhibit 10.2 to the 
Senior Note Registration Statement of ISP (Registration No. 33-44862) (the ""Senior 
Note Registration Statement")). 

10.3 -Trust I Agreement (incorporated by reference to Exhibit (c) (2) to the Registrant's Fonn 
8-K repotti.og an event oo February 12, 1990) . 

10.4 -Trust II Agreement {incorporated by reference to Exhibit (c)(3) to the Registraot's Fonn 
8-K reporting an event on February 12, 1 990) . 

10.5 -Trust Agreement dated February 12, 1990 among Wilmington Trust Company, as trustee 
(the .. Chemicals III Trustee""), the Chemicals I Trustee., the Chemicals II Trustee and 
ESSL-RP, Inc. ( .. ESSL ") (incorporated by reference to Exhibit (c)( 4) to the Regis
trant's Form 8-K reporting an event on February 12, 1990). 

10.6 -Assignment of Partnership Interests and Amendment to the Amended and Restated 
Agreement of Limited Partnership of Rhone-Poulenc Specialty Chemicals., LP. dated 
February 12, 1990 by and among the Chemicals I Trustee, the Chemicals II Trustee, 
ESSL, the Chemicals III Trustee, RPI and Holdings (incorporated by reference to Exhibit 
(c)(9) to the Registrant's Form 8-K reporting an event on February 12, 1990). 

10.7 -Form of Affiliate Borrowing Agreement between the Company and G Industries (incorpo
rated by reference to Exhibit 10.7 to the Common Stock Registration Statement of ISP 
(Registration No. 33-403 37) ( tbe "Commoo Stack Registration Statement") . 

10.8 -Management Agreement among the Company, GAF, G-1 Holdings. G Industries, Building 
Materials and Broadcasting (incorporated by reference to Exhibit 10.9 to the Common 
Stock Regisuation Statement). 

10.9 -Form or Tax Sharing Agreement among the Company, the Issue~ the Subsidiary 
Guarantors, GAF and G Industries (incorporated by reference to Exhibit 10.10 to the 
Common Stock Registration Statement). 

10.10 - Non-Qualified Retirement Plan Letter Agreement (incoporated by reference to Ex
hibit 10.11 to the Common Stoc:k Registration Statement). 
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10.11- Equity Appreciation Plan of GAF (i.ocorporated by reference to Exhibit 10.12 to the 
Common Stock Registration Statement). 

10.12- Agreement dated January I, 1991, between the Company and GAF Building Materials 
(i.ocorporated by reference to Exhibit I 0.1 S to the Common Stock Registration State
meat}. 

10.13- Form of 1991 Incentive Plan for Key Employees (i.ocorporated by reference to Ex
hibit IO.IS to the Common Stock Registration Statement). 

10.14 - Form of 1991 Employee Stock Purchase Plan (incorporated by reference to Exhibit I 0.16 
to the Common Stock Registration Sta[Cment). 

22 -Subsidiaries of the Company. 

(B) Reports oa Form 8-K 

No reports on Form 8-K were filed by the Registrant i.o 1991. 
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··-···-··········· ........... ············-··········· ········-····-············---------------------------------------..., 

SIG~.4. Tl'RES 

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Ex.change Act of 19 34, the 
registrant has duly caused this repon to be signed on its behalf by the undersigned. thereunto duly authorized. 

Date: March 27, 1992 

G-1 Holdings Inc. 
(Registrant) 

~ l 
/Y"'! I I I -&--- -

By: l/ 1 
(Samuel J. Heyman) 

Chief Executive Officer 

Pursuant to the requirements of the Securities Ex.change Act of 1934, this repon has been signed below 
by the following persons on behalf of the registrant and in the capacities and on the dates indicated. 

/' { stau1ure 
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1 {s~mt J. Heyman) 
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(Stephen A. Block) 

~(JrunesP. ~ers) 
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(Jonathan H. Stem) 
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Chairman of the Board 
and Chief Ex.ecutive 
Officer 

Director. Senior Vice 
President. General 
Counsel and Secretary 

Vice President and 
Treasurer ( Principal 
Financial Officer) 

Vice President and 
Controller (Principal 
Accounting Officer) 

\1arch 27, 1992 

March 27, 1992 

March 27, 1992 

March 27, 1992 
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··-···-··········· ........... ············-··········· ········-····-············----------------------------------------.. 
SIG~ATl"RES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934. the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Date: March 27. 1992 

G-1 Holdings Inc. 
t Registrant) 

By: 
----------~--~~~---------------(Samuel J. Heyman) 

Chief Executive Officer 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 
by the following persons on behalf of the registrant and in the capacities and on the dates indicated. 

(Samuel J. Heyman) 

(Stephen A. Block) 

(James P. Rogers) 

2& 
(Jojithan H. Stem) 
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REPORT OF INDEPENDENT PUBUC ACCOUNTANTS 

To G·l Holdings Inc.: 

We have audited the accompanying consolidated balance sheets of G·l Holdings Inc. (a Delaware 
corporation and a wholly--owned subsidiary of GAF Corporation) and subsidiaries as of December 31, 1991 
and 1990, and the related consolidated statements of operations and retained earnings (deficit) and cash flows 
for the years coded December 31, 1991 and 1990 and the ninc·month period coded December 31, 1989. These 
financial statements and the schedules referred to below~ the responsibility of the Company"s management. 
Our responsibility is to express an opinion on these financial statements and schedules based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements ~ free of material misstatement. An audit includes examining, on a test basis, evidence 
supponing the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis foc our opinion. 

In our opinion, the financial statements referred to above, appearing on pages F·S to F·27 of this 
Form I O.K. present fairly, in all material respects, the financial position of G·l Holdings Inc. and subsidiaries 
as of Decem her 31, 1991 and 1990, and the results of their operations and their cash flows for the years coded 
December 31, 1991 and 1990 and the nine·mooth period coded December 31, 1989, in conformity with 
generally accepted accounting principles. 

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The schedules appearing on pages S-1 to S·3 of this Form 10-K ~ presented for purposes of 
complying with the Securities and Exchange Commissioo·s rules and an:: not pan of the basic financial 
statements. These schedules have been subjected to the auditing procedures applied in the audit of the basic 
financial statements ar:d, in our opinion, fairly state in all material respects the financial data required to be set 
forth therein in relatiL"l. to the basic financial statements taken as a whole. 

Roseland, New Jersey 
March 3, 1992 

?~c~-r~ 
ARTHUR ANDERSEN & CO. 
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G-1 HOLDINGS lNC. 

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL 
CONDmON AND RESULTS OF OPERATIONS 

Liquidity and Fioaaclal Condition 

GAF Corporation (lhe .. Predecessor Company") was acquired on March 29, 1989 in a management-led 
buyout (the ''Acquisition") for a total price of $1.423 billion. Newco Holdings, Inc. (which subsequently 
changed its name to GAF Corporation) (the .. Company'"), together with its whoUy owned subsidiary, G-1 
Holdings Inc. (the .. Registrant"), and its whoUy owned subsidiary. G Industries Corp. ( .. G Industries"), were 
established to effect the Acquisition. As used under this heading, the term .. Company" refers to the Company 
and its subsidiaries including the Registrant (but not the Predecessor Company and its subsidiaries) unless lhe 
context otherwise requires. 

In July 1991, International Specialty Products Inc. ( .. ISP"}, a newly formed indirect subsidiary of the 
Company, completed an initial public offering of 19,388,646 shares., or 19.4%, of its common stock, at an 
initial public offering price of $15.50. ISP, through its subsidiaries., operates the businesses and owns 
substantially all of the operating assets formerly operated and owned by GAF Chemicals Corporation 
( .. GCC .. ), its direct pan:nL 

ISP was formed in 1991 to acquire, lhrough a stock acquisition, substantially all of the operating 
businesses then conducted by GCC. GCC transferred (i) to newly formed subsidiaries, its assets and liabilities 
(other than those relating to certain investments and the capital stock of its existing subsidiaries), and (ii) to 
ISP, the capital stock of such newly formed subsidiaries, together with the capital stock of its existing 
operating subsidiaries. 

The net proceeds of $281.3 million from the initial public offering were used by the Company to reduce 
its S600 million bank term loan. The remaining term loan amortization payments were reduced on a pro rata 
basis. 

In March 1992, two domestic subsidiaries of ISP (the .. Issuers") issued $200 million principal amount of 
9% Senior Notes (the ''Notes") due 1999. The net proceeds from the issuance of the Notes were used by the 
Company to repay a ponioo of its bank term loan. As a result. the Company's scheduled repayments of long
term debt for the year 1992 have been reduced to $21.3 million. 

The Notes are general unsecured obligations of the Issuers. Upon issuance of the Notes, the Company's 
bank credit agreement ( .. Credit Agreement .. } was amended, with the Issuers assuming G Industries' 
obligations under the Credit Agreement (see Note 10 of Notes to Consolidated Financial Statements), 
including the term loan and the combined revolving credit/letter of credit facility (except for obligations 
related to letters of credit issued on behalf of subsidiaries of the Registrant other than ISP and its subsidiaries 
{the "Non-ISP Subsidiaries"], which are limited to $40 million). In addition, all liens on assets of ISP 
securing the bank indebtedness were released, with the result that the remaining bank indebtedness and the 
Notes rank pari passu. 

The separate $40 million letter of credit facility for the benefit of the Non-ISP Subsidiaries expires on 
July I, 1992, after which time any remaining open letters of credit must be cash collateralized by G Industries. 
The Non-ISP Subsidiaries expect to reduce their letter of credit requirements and/or establish a new letter of 
credit facility. To the extent they are unable to do so, G Industries expects to have sufficient cash available to 
collateralize the Non-ISP Subsidiaries' letters of credit. 

In September 1991, the interest rate on the Registrant's Subordinated Merger Debentures Due 2005 was 
reset from a Boating rate (16.25% as of December 31, 1990 and 15.4% prior to the date of reset) to a fixed rate 
of 12.875%. 

As a result of the above transactions and also the transactions described in Notes 4 and 10 of Notes to 
Consolidated Financial Statements, the Company has signi.6.cantly lowered it.s interest expense and reduced its 
principal payment obligations. 
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---------------- ··-----·- ····------------------. -------------------------------------------, 

During the year 1991, the Company generated cash Row from operations of $782 million compared with 
$44.8 million for the year 1990. Non-cash charges to income: for the year totaled $85.5 million, consisting of 
depreciation, goodwill amortization and non-cash interest charges. Working capital usage primarily reflected a 
$17.1 million decrease in accrued liabilities resulting mainly from lower accrued interest, product warranty 
claim payments and expenditures against plant shutdown accruals, and also reftectcd an S8.6 million increase 
in inventories and a $15 million decrease in accounts receivable, the latter mainly reflecting the receipt of an 
accrued dividend from GAF-Hiils Chemic GmbH ("'GAF-Hiils"}, the joint venture between ISP and Hiils 
AG. Other assets increased, rcflecting undistributed equity in income from GAF-Hiils. Other liabilities 
decreased resulting primarily from expenditures against plant shutdown reserves. 

In 1991, the Company invested S45.7 million in plant and equipment and approximately $19.9 million in 
research and development, compared with $55.8 million and $18.4 million, ttspectively, in 1990. Such 
investments were funded principally by internally generated cash flow. Net cash used for financing activities in 
1991 was $24.9 million, including repayment of long-term and short-term debt totaling $303.6 million, largely 
offset by proceeds of $281.3 million from the initial public offering. 

f1uctuations in the value of forcigu currencies cau.se U.S. dollar translated amounts to change in 
comparison wilh previous periods and, accordingly, lhe Company cannot quantify in any meaningful way the 
effect of such ftuctuations upon future income. This is due to the large number of currencies involved, the 
constantly changing exposure in lhese currencies, the fact that all foreign currencies do not react in the same 
manner against the U.S. dollar, and the complexity of intercompany relationships (including ISP's practice of 
purchasing Deutsche mark denominated butanediol from GAF-Hiils, which serves to offset in part the adverse 
effect on net sales and income of a stronger U.S. dollar). The Company has a policy to manage these 
exposures to minimize lhe effects of fluctuations in foreign currencies. Part of lhat management includes 
entering into foreign exchange contracts from time to time in order to hedge a portion of both borrowings 
denominated in foreign currency and purchase commitments ~lated to lhe operations of foreign affiliates. 
Gains and losses on contracts which meet the criteria for hedge accounting are deferred, and amortization is 
included in the measurement of the foreign currency transactions hedged. Open contracts which do not meet 
the criteria for hedge accounting are "marked-to-market" at the end of each accounting period, and gains or 
losses are recognized and included in other income. As of December 31, 1991, there were no open foreign 
exchange contracts. Forward contract agreements require: lhe Company and the countcrparty to exchange 
fixed amounts of U.S. dollan for fixed amounts of foreign currency on specified dates. The value of such 
contracts will vary wilh changes in the market exchange rates. During periods in which the dollar has been 
strong, lhe Company has sought to maintain its foreign operating income in dollar rerms by offsetting changes 
in exchange rates with price increases. There can be no assurance that lf undertaken in the future, any such 
efforts will be successfuL 

The Company, the Registrant, G Industries and GCC are essentially holding companies without 
independent businesses or operations and, as such, arc dependent upon the cash flow of their subsidiaries in 
order to satisfy their obligations. See Note 17 of Notes to Consolidated Financial Statements for a description 
of such obligations. 

Sales., operating income and identifiable assets by geographic area arc set forth in Note 15 of Notes to 
Consolidated Financial Statements. For information with I'Cspcct to historical income taxes, see Note 6 of 
Notes to Consolidated Financial Statements. 

In December 1990, the Financial Accounting Standards Board (the "FASB") issued Statement of 
Financial Accounting Standards No. 106, "Employers' Accounting for Postretirement Benefits Other Than 
Pensions." See N otc 12 of Notes to Consolidated Financial Statements for a discussioo of the potential impact 
of this new accounting standard on the Company's financial statements. In February 1992, the F ASB issued 
Statement No. 109, "Accountins for Income Taxes", which established financial accounting and reporting 
standards for the effects of income taxes. The new standard is effective no later than for lhe year 1993. The 
Company docs not anticipate that the implementation of these pronouncements will have a material adverx: 
effect on its financial position or net income. 

The Company docs not believe that in8ation has had a material effect on its results of operations during 
the past three years. However, then: can be no assurance that the Company's business will not be affected by 
inftation in lhe future. 
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G-1 HOLDINGS INC. 

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FlNANCIAL 
CONDmON A:SD RESULTS OF OPERATIONS 

Liquidity aod Fioaodal Cooditioo 

GAF Corporation (the "Predecessor Company") was acquired on March 29, 1989 in a management-led 
buyout (the "Acquisition") for a total price of $1.423 billion. Newco Holdings, Inc. (which subsequently 
changed its name to GAF Corporation) (the "Company"), together with its whoUy owned subsidiary, G-1 
Holdings Inc. (the "Registrant"), and its whoUy owned subsidiary, G Industries Corp. ("'G Industries"). were 
established to effect the Acquisition. As used under this beading, the term ··company" refers to the Company 
and its subsidiaries including the Registrant (but not the Predecessor Company and its subsidiaries) unless the 
context otherwise requires. 

In July 1991, International Specialty Products Inc. ( .. ISP"), a newly formed indin::ct subsidiary of the 
Company, completed an initial public offering of 19,388,646 shares, or 19.4%, of its common stock, at an 
initial public offering price of $15.50. ISP, through its subsidiaries., operates the businesses and owns 
substantially all of the operating assets formerly operated and owned by GAF Chemicals Corporation 
("GCC"), its direct parent. 

ISP was fanned in 1991 to acquire, through a stock acquisition, substantially all of the operating 
businesses then conducted by GCC. GCC transferred (i) to newly fanned subsidiaries, its assets and liabilities 
(other than those relating to certain investments and the capital stock of its existing subsidiaries), and (ii) to 
ISP, the capital stock of such newly formed subsidiaries, together with the capital stock of its existing 
operating subsidiaries. 

The net proceeds of$281.3 million from the initial public offering were used by the Company to reduce 
its $600 million bank term loan. The remaining term loan amortization payments were reduced on a pro rata 
basis. 

In March 1992, two domestic subsidiaries of ISP (the ··Issuers'') issued $200 million principal amount of 
9'1. Senior Notes (the "Notes") due 1999. The net proceeds from the issuance of the Notes were used by the 
Company to repay a portion of its bank term loan. As a result, the Company's scheduled repayments of long
term debt for the year 1992 have been reduced to S27 .J million. 

The Notes are general unsecured obligations of the Issuers. Upon issuance of the Notes, the Company's 
bank credit agreement ("Credit Agreement .. ) was amended, with the Issuers assuming G Industries' 
obligations under the Credit Agreement (see Note 10 of Notes to Consolidated Financial Statements), 
including the term loan and the combined revolving credit/letter of credit facility (except for obligations 
related to letters of credit issued on behalf of subsidiaries of the Registrant other than ISP and its subsidiaries 
[the "Non-ISP Subsidiaries"], which are limited to $40 million}. In addition, all liens on assets of ISP 
securing the bank indebtedness were released, with the result that the remaining bank indebtedness and the 
Notes rank pari passu. 

The separate S40 million letter of credit facility for tbe benefit of the Non-ISP Subsidiaries expires on 
July l, 1992, after which time any remaining open letters of credit must be cash collateralized by G Industries. 
The Non-ISP Subsidiaries expect to reduce their letter of credit requirements and/or establish a new letter of 
credit facility. To the extent they are unable to do so, G Industries expects to have sufficient cash available to 
coUateralize the Non-ISP Subsidiaries' letters of cn:dit. 

In September 1991, the interest rate on the Registrant's Subordinated Merger Debentures Due 2005 was 
reset from a 8oatinS rate (16.25% as of December 31, 1990 and 15.4% prior to the date of reset) to a fixed rate 
of 12.875%. 

As a result of the above transactions and also the transactions described in Notes 4 and 10 of Notes to 
Consolidated Financial Statements, the Company bas significantly lowered its interest expense and reduced its 
principal payment obligations. 
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Pro F onaa Resulu or Opuatioas 

Tbe pro forma results as set forth in Note 5 of Notes to Consolidated Financial Statements refiect tbe 
Acquisition and the transfer of the Company's surfactants business (the .. GAF Surfactants Business") as if 
sucb events bad occurred as of January I, 1989. The pro forma results have been adjusted: (i) to eliminate 
sales and expenses of the GAF Surfactants Business; (ii) to reflect appropriate reductions in soodwill 
amortization and interest expense related to the transfer of the GAF Surfactants Business; (iii) to refiect 
Partnership income arisins from the transfer of the GAF Surfactants Busines.s; and (iv) to reflect certain other 
costs and expenses related to the Acquisition as if the Acquisition had occurred on January I, 1989. See Notes 
l, 4 and 5 of Notes to Consolidated Financial Statements for further information. 

1991 Compared Witla Pro Forma 1990 

For tbe year 1991, the Company recorded net income of $210.4 million compared with a pro forma 1990 
net loss of $3.1 million. The increase in net income includes a pretax gain of $156.7 million, after applicable 
expenses, resulting from the initial public otrering in July 1991 of 19,388,646 sbares. or 19.4111, of the common 
stock. of ISP. The balance of tbe increase in net income for the year was attributable to a S I 0.6 million ( 6.5411) 
increase in operatins income, a S4l.7 million reduction in interest expense. and a $3.1 million increase in otber 
income. Net sales in 1991 were $925.6 million compared with $92l.6 million in 1990. 

JSP recorded its ninth consecutive year or increased sales and operatins income. ISP's net sales for tbe 
year were $495.1 million (excludins sales to GAF Buildins Materials Corporation) ("GAF Buildins 
Materials"), an increase of S 13.7 million (Jilt) over 1990 sales of 5481.4 million. Operating income of ISP 
was $140.5 million in 1991, an increase of $7.4 million (641t) over 1990. 

Specialty derivative chemicals and mineral products contributed to the increase in ISP's sales. Net sales 
of specialty derivative chemicals increased by S 14.6 million ( 4%) as a result of bigber volumes, an improved 
pro:iuct mix, and bigbcr pricins, partially offset by the unfavorable impact of foreign excbanse rates. Net sales 
of mineral pro:iucts increased by $2.8 million (3%), due to bisber sellins prices. 

Tbe growth in ISP's operatins income resulted primarily from a $7.4 million (7%) increase in operatins 
income of specialty derivative chemicals, due to the improvement in product mix and bigber pricing described 
above. These gains were partially offset by additional selling. seneral and administrative expenses and 
increased new product costs and an unfavorable foreign exchange impacL Tbe operating income of mineral 
pro:iucts increased by $2.2 million ( ll%). 

GAF Buildins Materials' operating income for 1991, which was the bisbost achieved in the past decade. 
was $32.3 million, a Ll% increase over 1990's $28.5 million. Sales for the year were $424.8 million compared 
with $434.4 million in 1990. The bisher operating income reflected improved marsins offset in part by lower 
sales volumes. 

Interest expense was $138.5 million, a decrease of 541.7 million (23%) from 1990. The decrease was 
attributable to the repayment of $299 million of bank debt in 1991, mainly from the proceeds of the ISP initial 
public otrering. and also to a general decline in prevailing interest rates and a reduction in the interest rate 
pricins provisions applicable to the Company's bank. borrowings. 

Other income includes Partnership income (see Note 4 of Notes to Consolidated Financial Statements) 
of 543 .8 million for tbe year 1991 and pro forma L 990. Other income also includes net investment income and 
other nonoperar.ing and nonrecurring items of income and expense, wbich toWed S 11 million of expense in 
I 991 compared with S 14.1 million of expense in 1990. This reflects lower net investment income in 199 L and 
an $8 million provision in 1991 for environmental remediation, which were more tbao offset by foreign 
exchange gains of $.6 million in 1991 compared with losses of S 16.1 million in 1990. 

Pro Forma 1990 Compared Witb Pro Forma 1989 

For the year 1990, the Company recorded operating income of $162 million. a S24.2 million (17.6'1o) 
increase over pro forma 1989 operating income of S 137.8 million. ISP recorded its eighth consecutive year of 
increased operating income. GAF Building Materials posted a 14% increase in operating income and recorded 
its highest sales and income in the last decade. 

F-S 

)D 

G-1 EPA0021619 



On a pro forma basis, consolidated net sales grew by $70.2 million (8%) in 1990 over 1989. The higher 
sales were primarily attributable to increased unit volumes in both ISP and GAF Building Materials. 

ISP's operating income was $133.1 million, an increase of $17.2 million (15%) over 1989. Net sales 
increased to a record $481.4 million, or 9'l. higher than 1989 pro forma net sales of $440.6 million. 

Specialty derivative chemicals. mineral products. filter products and advanced materials all contributed to 
the increase in net sales. Specialty derivative chemicals net sales increased $31.9 million (9%) as a result of 
the favorable impact of foreign exchange rates of 520 million; a combination of an improved product mix, new 
product introductions and higher pricing totaling $7.8 millioo; and the inclusioo of the full-year results of 
$4.1 million of Sutton Laboratories. Inc. (-Sutton"), which the Company acquired in April1989. Net sales of 
mineral products increased by S6 million (8%), due to higher unit volumes. 

The growth in ISP's operating income resulted primarily from a $19 million (21%) increase in operating 
income of specialty derivative chemicals, due to the net impact offoreign exchange rates ofS 14.1 million, an 
improvement in margins totaling $8.3 million attributable to product mix and new product introductions, and 
the full-year results of Sutton of $24 million. These gains were partially offset by additional selling. general 
and administrative expenses and increased new product and applicable costs totaling 55.8 million. The 
operating income of mineral products was unchanged as gains from higher sales volumes were offset by higher 
manufacturing costs. 

GAF Building Materials' operating income in 1990 increased by $3.5 million (14%) to $28.5 million, 
compared with $25 million in 1989. Net sales in 1990 increased by $29.2 million (7%) to $434.4 million 
compared with $405.2 million in 1989. The increase in operating income resulted primarily from higher 
residential and commercial unit volumes. lower product costs and a favorable product mix, offset in part by 
lower selling prices. 

Other income oo a pro forma basis was $29.7 million in 1990 compared with $49 million in 1989, 
including S44 million of income from the Partnership in each year. Other income was lower in 1990 than 1989 
primarily because of higher investmcot income earned io l989 on higher cash balances., and also because of 
foreign exchange losses incurred in 1990 in connection with foreign exchange currency transactions. Such 
foreign exchange losses partially offset the higher operating income reported by ISP. 

F-6 

3/ 

G-1 EPA0021620 



--------------------------------------------, 

G-1 HOLDINGS INC. 

SELECTED FINANCIAL DATA 

(Millioas Except Per Shaft Amounts) 

~c-,.., 

v- £.-.. 
NIH Ma.dls ftnt Q.utef 

£..-. udell v-E.ded 
Dec:et.ber 31, Dece..ber 31, Aprtll. Decnlber ll, 

1991 1990 198!1 1989 1918 1987 

Sales 
Chemicals • • • • • + • • r • • • • • 4 • • s 495.1 s 481.4 s 447.8 $ 152.3 $ 545.0 s 431.4 
Building Materials ........... 424.8 434.4 319.3 85.9 411.4 400.5 
Bn)adcasting ............... 5.7 5.8 4.5 l.l 5.0 5.0 

Net sales .................... s 925.6 s 921.6 s 771.6 s 239.3 s 961.4 s 836.9 

Operating income 
Chemicals •••••• 4. 4 •••••••• s 140.5 s 133.1 s 100.1 s 37.1 $ 120.3 s 103.7 
Building Materials ........... 32.3 28.5 21.6 3.4 22.6 20.6 
B~casting ............... 1.0 1.2 l.l 0.1 1.0 1.2 
Other ..................... ( 1.2) (0.8) (0.8) 0.1 0.6 0.1 

Total ........................ s 172.6 $ 162.0 $ 122.0 s 40.7 s 144.5 $ 125.6 

Income (loss) before extraordi-
nary items ................. $ 210.4 s {10.4) s (33.6) s 32.0 s 90.8 s 100.1 

Per Common Share -
Primary .................. s 1.15 s 3.18 s 2.93 
Fully diluted ............. 1.15 3.18 2.93 

Dividends per common share: ... .025 .10 .10 

Asof~ll, 
.Uof 

AprU 1, 
1991 1990 1919 1919 

Current assets ................ s 341.6 s 336.6 s 371.3 $ 450.4 $ 926.9 s 580.4 
Current liabilities . -......... ~ . 178.1 208.8 202.2 238.4 221.3 224.8 
W orlting capital ............... 163.5 127.8 169.1 212.0 705.6 355.6 
Property, plant and equipment. 

net ........................ 502.5 490.6 470.2 483.7 327.7 276.6 
Total assets .................. 1,865.7 1,857.5 1,829.8 1,754.8 1,421.1 1.297.8 
Total long-term debt. .......... 1.21 L2 1,467.6 1,416.2 1,387.4 491.7 493.5 
Shareholders' equity (deficit) ... 159.1 (55.8) (55.2) (22.6) 623.5 508.3 
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C-1 HOLDINGS INC. 

CONSOLIDATED STATEl\fE.NTS OF OPERATIONS AND RETAINED EARNINGS (DEFICIT) 

y_.£.-.. Nlae Mo.das 
Eadell 

O.C..IIer 31, Dec:etQer 31. 
1911 liJtll lW 

I 'l'aotlsuil•) 

Net sales ............................................... . $925,614 $921,607 $771,647 
Costs and expenses 

Cost of products sold ................................... . 546,991 562,157 493,453 
Selling, general and administrative ........................ . 191,510 183,010 141,372 
Goodwill amortization ................................... . 14,496 14,412 14,867 

Total costs and expenses ................................ . 752,997 759,579 649,692 

Operaung tncomc ........................................ . 172,617 162,028 121,955 
Interest expense .......................................... . (138,482) (182,559) (l58,294) 
Gain on initial public offering of subsidiary's stock ............. . 156,728 
Other income (expense) .................................. . 32,761 24,644 (2.070) 
Income (loss) before income taxes and extraordinary items ..... . 223,624 4,113 (38,409) 
Income tax (provision) benefit ......................•....... (9,835) ( 14,555) 4,836 
Minority interest in income of subsidiary ..................... . (4,495) 

Income (loss) before extraordinary items .................... . 209.294 ( 10,442) (33,573) 
Extraordinary items., net of income tax benefits ............... . 1,089 (4,958) 

Net income (loss) ........................................ . 210,383 ( 10,442) (38,531) 
Accumula1cd deficit, beginning of period ..................... . (49.278) (38,756) 
Dividends on G Industries Corp. preferred stock .............. . (80) (225) 
Retained earnings (deficit), end of period .................... . $161,105 $(49,278) $(38,756) 

Sec Notes to Consolidated Financial Statements 
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G-1 HOLDINGS INC. 

CONSOUDA TED BALANCE SHEETS 

1991 1990 

ITIIOQI:Uids) 

ASSETS 
Current Assets 

Cash and short-term investments .................................. . $ 52.987 s 45,377 
Accounts R:ceivable, less reserve: 1991-$3,825: 1990-S3,800 ........... . 126,653 141;623 
Inventories .................................................... . 130,947 122,352 
Other current assets ............................................. . 31.050 27.286 

Total Current Assets .............................................. . 341,637 336,638 
Investment in Limited Partnership .................................. . 450,847 440,475 
Property, Plant and Equipment, net .................................. . 502.481 490,584 
Excess of cost over net assets of businesses acquired. net. ............... . 508,785 523,358 
Other assets ..................................................... . 61,972 66,431 

Total Assets ..................................................... . S1.865,722 S1,857,486 

LIABILITIES AND SHAREHOLDER'S EQUITY (DEFICIT) 
Current Liabilities 

Short-term debt ................................................ . $ 105 s 9,317 
Current maturities of long-term debt ............................... . 27,280 34,391 
Accounts payable ............................................... . 62,724 68,203 
Accrued liabilities .............................................. . 83,996 87,939 
Income taxes .................................................. . 4,002 8,933 

Total Current Liabilities ........................................... . 178,107 208,783 

Long-term debt less current maturities ............................... . 1,183,938 1,433,226 

Defern::d taxes ................................................... . 111,249 116,236 

Other liabilities ................................................... . 142.154 155,025 

Minority interest in subsidiary ...................................... . 91,176 

Commitments and Contingencies .................................... . 
Shareholder's Equity (Deficit) 

Capital stock and additional paid-in capital ......................... . 50,000 50,000 
Excess of purchase price over the adjusted historical cost of the 

Predecessor Company shares owned by the Company"s shareholders .. . (72.605) (72,605) 
Retained earnings (deficit) ....................................... . 161,105 (49,278) 
Cumulative translatioo adjustment and other ........................ . 18,563 19,037 
Unrealized gains (losses) on investments held by insurance subsidiary .. . 2.035 (2,938) 

Shareholder's Equity (Deficit) ...................................... . 159,098 (55,784) 

Total Liabilities and Shareholder's Equity (Deficit) .................... . $1,865,722 $1,857,486 

See Notes to Consolidated Financial Statements 
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G-1 HOLDINGS INC. 

CONSOUDATED STATEMENTS OF CASH ROWS 

Nt.eM•du 

y_. Udell Dca ..... 31, 
E..ted 

Dcalaller 31, 
1991 1990 1919 

en_.> 
Cash and cash equivalents., beginning of period .............. $ 45,377 s 83,409 $ 
Cash Flows from Operating Activities: 
Net income (loss) 

•••••4•4••·~~••••••••••·~~•••r••••••~~ 210,383 ( 10,442) (38,531) 
Adjustments to reconcile net income (loss) to net cash 

provided by operating activities: 
Depreciation ......................................... 31,595 30,310 21.042 
Goodwill amortization ...........................•..... 14,496 14,412 14,867 
Non-cash interest cbarga .............................. 39,445 46,018 41,188 
Gain on initial public offering of subsidiary's stock ......... (l56,728) 
(Increase) decrease in working capilal ................... (24,921) (15,750) (25,297) 
(Increase} decrease in other assets ...................... (18,369) 1,419 3,088 
Increase (decrease) in other liabilities .................... (18,399} (16,590) 9,146 
Other, net ........................................... 709 (4,605) 

Net cash provided by operating activities ............... 78,211 44.772 25,503 
Cash Flows from Investing Activities: 

Capital expenditures ................................... (45,744) (55,826) (35,943) 
Acquisition of Predeccs.sor Company, net of casb acquired .. (896,745) 
Acquisition of Sutton Laboratories, Inc., net of cash acquired (31,975) 

Net cash used in investing activities 4 ••••••• ~ • 4 • • • • ••• ~ (45,744) (55,826) (964.663) 
Cash Flows from Financing Activities: 

Proceeds from initial public offering of subsidiary's stock .... 281.272 
Increase (decrease) in short-term debt ................... (9,212) 1,008 (266) 
Proceeds from debt incurred to acquire Predecessor Company 1,044,571 
Proceeds from debt incurred to acquire Sutton Laboratories., 

Inc ................................................ 22,000 
Proceeds from non-n:course Partnership debt .............. 450,000 
Principal repayments of long-term debt n:lated to transfer of 

the GAF Surfactants Business ........................ (438,000} 
Proceeds from debt financing ........................... 666,000 
Principal n:payments of long-term ~ebt n:latcd to debt 

financing .......................................... (641,571) 
Proceeds from issuance of long-term debt ................. 18,715 25,598 
Principal repayments of long-term debt ................... (294,397) ( 41,582) (39,851) 
Financing fees n:lated to debt financing 

~ • • • • • • I • • • • • • • • + • (23,015) 
Financing fees and expenses related to transfer of the GAF 

Surfactants Business ................................. (5,816) (15,284) 
Fees and expenses n:lated to the Acquisition .............. (1,526) (13,929) (26,007) 
Change in cumulative translation adjustment .............. {215) 11,610 7,427 
~ans:e in unrc~ gains (losses) on investments held by 

4,973 (1,233) lDSurance subsidiary ................................. ( 1,705) 
Other, net ........................................... 64 715 (9,670) 

Net cash provided by (used in) financing activities ....... (24,857) (26,978) 1,022,569 
Net change in cash and cash equivalents • ~ ••••• 4 4 • 4 ....... 4 ~ 7,610 {38.032) 83,409 
Ca.sh and cash equivalents, end of period ..•........•....... s 52,987 s 45,377 $ 83,409 

See Notes to Consolidated Financial Statements 
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............................. ··················································--------

G-1 HOLDINGS INC. 

CONSOUDATED SfATEMENTS OF CASH ROWS-(Coatiaued) 

Supplemental Cash Flow Information 
(Increase) decrease in working capital items, net of effect of 

reclassification of assets of the GAF Surfactant& Business: 
Accounts receivable .................................. . 
Inventories .......................................... . 
Other current assets .................................. . 
Accounts payable .................................... . 
Accrued liabilities .................................... . 
Income taxes ...............................•......... 

Net (increase) decrease in working capital items ....... . 

Cash paid during the period for. 
Interest (a) ......................................... . 
Income taxes ........................................ . 

Acquisition of Predecessor Company: 

y_. £Hill Deer ..... 31, 

1991 1990 

s 14,970 
(8,595) 
(3,764) 
(5,479) 

(17,122) 
( 4,931) 

${24,921) 

$101,492 
s 13,671 

(nou..ds) 

s (1,658) 
(5,792) 
4,060 

( 12.612) 
(367) 
619 

$( 15,750) 

$144,942 
s 13,208 

Fair market value of assets acquired ........................................... . 
Purchase price of Acquisition ................................................. . 

Liabilities assumed ........................................................ . 

Acquisition of Sutton Laboratories, Inc., net of cash acquired: 
Fair market value of assets acquired ........................................... . 
Purchase price of acquisition .................................................. . 

Liabilities assumed ........................................................ . 

NlMM•dls E•._. 
I>ecla.bcrll, 

1919 

s 7,085 
(11,376) 
(3.282) 
(6,229) 

( 11,402) 
(93) 

s (25,297) 

s 109,828 
s 7,660 

$1,923,308 
(1,422,845) 

s 500,463 

s 32,907 
(31,975) 

s 932 

(a) I ocludcs interest paid on non-recourse debt by the Lim.ilCd Partner Trust of $4 L. 7 million for the year 
1991 and $37 million for the year 1990 (see Note 4 of Notes to Consolidated Financial Statements). 

See Notes to Consolidated Financial Statements 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDATED FINA.."'-JCIAL STATEMENTS 

Note I. Acquisitioo or Pftdecessor Compaay 

GAF Ccrporation {the "'Predecessor Company") was acquired on March 29, 1989 in a management-led 
buyout (the ''Acquisition"). Ncwco Holdings, Inc. (whicb subsequently changed its name to GAF Corpora
tion) (the "'Company"), together with its wholly owned subsidiary, G-I Holdings Inc. (the "Registrant"), and 
its wholly owned subsidiary, G Industries Corp. ("'G Industries"), were established to effect the Acquisition. 
As used in these notes, the tcnn "Ccmpany" refers to the Ccmpany and its subsidiaries including the 
Registrant (but not the Predecessor Company and its subsidiaries) unless the context otherwise requires. 

In the Acquisition, the outstanding shares of common stock of the Predecessor Company were converted 
into the right to receive (i) S46.00 cash and (ii) $7.00 principal amount ($188.4 million in total) of the 
Registrant's Merger Debentures due 2005 (the "Merger Debentures") with a Boating interest rate ( 16.25% as 
of December 31, 1990), which rate was reset to a fixed rate of 12.875'1. in the third quarter of 199l. Certain 
shares of the PredeCCS50r Company beneficially owned by the management group plus cash were exchanged 
for $50 million of common and preferred equity of the Company. $2 million of preferred stock of G Industries, 
and $48 million of the G Industries Increasing Rate Notes due 1994 (the "'Increasing Rate Notes"). The 
Predecessor Company shares and cash were then exchanged for all of the common stock of the Registrant, and 
then for all of the G Industries common stock. 

The Acquisition was financed by: (i) a secured bank credit facility consisting of a $40 million letter of 
credit facility, and up to $845 million of other credit {comprised of a $720 million tenn loan and a 
$125 million revolving line of credit), bearing interest at a lloating rate and having a final maturity of 
October 11, 1990 (the "Old Bank Debt") ; and ( ii) the issuance of $283 million principal amount (including 
the $48 million mentioned above) of Increasing Rate Notes with an interest rate of 14.125% on issuance. The 
Old Bank Debt and the Increasing Rate Notes were repaid and the $2 million of preferred stock of 
G Industries was redeemed in 1990. Sec Notes 4 and 10. 

The sources and uses of funds i.n connection with the Acqllisition, including repayments of existing debt, 
were as follows: 

Soluas of Fw!.U 

Bank Borrowings ...................................................... . 
Senior Subordinated Increasing Rate Notes ................................ . 
Senior Subordinated Increasing Rate Notes issued to the management group in 

exchange for Predecessor Company shares ............................... . 
G Industries Preferred Stock issued ...................................... . 
Merger Debentures issued ............................................... . 
Purchase of common and preferred equity in the Company by the management 

group ............................................................. .. 
Predecessor Company cash .............................................. . 

Total Sources of Funds _ ............................................ . 

Usnorfi.a 

Consideration paid to holders of Predecessor Company common 
sharcs(27,936,285 shares outstanding X $53.00 per share} ............... . 

Consideration paid ro holders of eligible options to purchase common shares of 
Predecessor Company .............................................. . 

Repayment of existing debt ........................................... . 
Fees and expenses ................................................... . 

Total Uses of Funds ............................................... . 

(Do....ts) 

s 824,571 
235,000 

48,000 
2.000 

188,367 

50,000 
624,793 

$1,972,731 

$1,480,623 

27,402 
395,656 
69,050 

$1,972,731 
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G-1 HOLDlNGS INC. 

NOTES TO CONSOliDATED FINANCIAL STATEMENTS-(Cootioued) 

Note 1. Acquisition of Predecessor Company-(Coatiaued) 

The total Acquisition purchase price of $L.423 billion was detennined as follows: 

cO:~~= ~:5~~&r;:e~::) ~~~~~~ -~-~~~ _s~-~~ _<_2::~~~·~·8·5· ~~~- . 
Fees and expenses applicable to the Acquisition ............................ . 
Less: Predecessor Cost Adjustment (see below) ... _ ........................ . 

Total Purchase Price ................................................... . 

(l"llotlsuQ) 

$1,480,623 
14,827 

(72,605) 

$1,422,845 

The Acquisition was accounted for under the purchase method of accounting. Accordingly, the historical 
book values of assets and liabilities of the Predecessor Company were adjusted to their fair values, net of tax. 
as estimated at March 29, 1989 (the date of the Acquisition). As a result, an excess of cost over net assets of 
businesses acquired ( .. goodwill"') of$743.4 million was recorded, as shown below. See Note 4 for infonnation 
in connectioo with a subsequent event which reduced goodwill 

Total Acquisition purchase price ......................................... . 

Less: Estimated fair market value as of March 29, 1989 of assets and liabilities of 
businesses acquired: 
Current assets ....................................................... . 
Noncurrent assets .................................................... . 
Current liabilities .................................................... . 
Noocurrcot liabilities ................................................. . 

Excess of cost over oet assets of businesses acquin:d {"goodwill"') ............. . 

(no...cls) 

$1,422,845 

611,639 
568,234 

(239,104) 
(261,359) 

679.410 

s 743,435 

Since certain members of the management group beneficially owned shares of the Predecessor 
Company's common stock before the Acquisition aod own shares of the Company after the Acquisitioo, 
purchase accounting does not apply to their shares of the Predecessor Company. Accordingly, for accounting 
purposes, Shareholder's Equity reSects the total shares of the Predecessor Company owned by the manage
ment group at their respective adjusted historical costs, reduced by the consideration paid by the Company for 
the Predecessor Company shares owned by the management group (including payments by the Predecessor 
Company to caocel outstanding options for stock of the Predecessor Company), resulting in a reductioo in 
Shareholder's Equity of $72.6 million, computed as follows: 

Aggregate actual historical cost (to the management group) of Predecessor 
Company shares owned by the management group .......................... . 

Plus: Maoagement group's proportionate sh~ of Predecessor Company book value 

Adjusted historical cost {to the management group) of Predecessor Company shares 
owned by the maoagement group ........................................ . 

Less: Consideration paid by the Company to the management group for Predecessor 
Company shares owned by the management group .......................... . 

Excess o( purchase price paid by the Company to lbe management group for 
Predecegor Company shares over the adjusted historical cost (to the management 
group) of the Predecessor Company shares owned by the management group .... 
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$ 23,621 
65,727 

89,348 

( 161,953) 

$(72,605) 
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G-1 HOLDlNGS INC. 

NOTES TO CONSOUDATED FINANCIAL STATEMENTS-(Coatiautd) 

Nole 2. Sum•ary of Sipiftc:aat AccountiD1 Policies 
Principles of Consolidation 

The accounts of all significant Company subsidiaries are included in the consolidated financial state
ments. All significant intercompany transactions and balances have been eliminated. The 50% ownership of a 
foreign chemical manufacturing company is accounted for by the equity method (see Note 13). 

Cash Equillalenu 
The Company considers its short-lcnn investments and highly liquKI debt instruments purchased with a 

maturity of three months or less to be cash equivalents. 

Shon-term lnllf!Sl~nu 

Short-tenn investments are stated at the lower of cost or market. with the difference charged to income. 
The determination of cost in computing realized gains and losses oo investments is based on the specific 
identification method. Investments held by the Company's insurance subsidiary are carried at the lower of cost 
or market, with the difference charged to -unrealized gains (losses} on investments held by insurance 
subsidiary"' within Shareholder's Equity (Deficit). 

The Company invests in a variety of short-term investments. At December 31, 1991, the aggregate 
market value of such short-tenn investments was $21.3 million, which is reflected in "'Cash and shon-tenn 
investments" on the Consolidated Balance ShecL 

Inventoriu 

Inventories are stated at the lower of cost or markeL The LIFO (last-in, first-out) method is utilized to 
determine cost for a substantial portion of the Company's domestic inventories. All other inventories are 
determined principally based on average cosL 

Depreciation and Capitalized Jnurut 

Depreciation is computed principally on the straight-line method based oo the estimated economic lives 
of the assets. Certain interest charges are capitaliz.ed as part of the cost of property, plant and equipment. 

Foreign Exchange Contracts 

The Company enters into a variety of foreign exchange instruments in order to hedge a portion of both its 
borrowings denominated in foreign currency and its purchase commitments related to the operations of foreign 
affiliates. Gains and losses on contracts which meet the criteria for hedge accounting are deferred, and 
amortization is included in the measurement of the foreign currency tra.nsactions hedged. Open coatracts 
which do not meet the criteria for hedge accounting are -marked-to-market" at the end of each accounting 
period, and gains or losses are recognized and included in other income. As of December 31, 1991, there were 
no open foreign exchange contracts. Gains and losses on such instruments are deferred and amortization is 
included in the measurement of the foreign currency transactions hedged. forwa.td contract agreements 
entered into from time to time require the Company and the counterparty to exchange fixed amounts of 
U.S. dollars for fixed amounts of foreign currency on specified dates. The value of such contracts will vary with 
changes in the market exchange rates. 

Tratulation of Foreign Currency Amounts 

for non-U.S. subsidiaries which operate in a local currency environment, assets and liabilities are 
translated to U.S. doUars at year-end exchange rates. Translation adjustments are accumulated in a separate 
component of Shareholder's Equity (Deficit), .. Cumulative translation adjustmenL .. Income and expense 
items are translated at average rates of exchange during the year. 

For non-U.S. subsidiaries which operate in a highly in8alionacy environment, inventories, fixed assets and 
investments are translated at historical rates as of the dates of acquisition, while other assets and liabilities are 
translated at year-end exchange rates. Inventories charged to cost of sales and depn:ciatioo expense are 
remeasured at historical rates, while all other income and expense items are translated at average rates of 
exchange during the year. Gains and losses resulting from translation are included in other income (expense). 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDATED FINANCIAL STATEMENTS-(Contioued) 

Note 2. Summuy of Sipiftcaot Aceouotioa Policies-(Cootioued) 

Debt Issuance Cons 

All debt issuance costs ($35 million) in connection with the Acquisition wen: fully written off as of 
September 1990. During the: nine: months ended December 31, 1989, amortization of approximately 
$17.3 million was included in interest expense. An additional $7.5 million was written off as an extraordinary 
charge ($5 million after tax), principally related to the retirement of debt in connectioo with the transfer of 
the GAF Surfactants Business (see Note 4). Debt issuance costs of $23 m.illioo in connection with the 
September 1990 debt financing (see Note 10) were being amortized over the life of the Credit Agreement.; the 
unamortized balance of $2U million was written off in 1991 in connection with the initial public offering 
discussed in Note 3. 

Excess of C{).ft Ollu N~t A.ueu of BJUinnses Acqwind 

Excess of cost over net assets of businesses acquired is being amortized oo the straight-line method over a 
period of approximately 40 years. 

Research and IHwlopm~ru 

Research and development expenses are charged to operations as incurred and amounted to $19.9 million 
for the year 1991, $18.4 million for the year 1990 and S 12.1 million for the nine months ended December 31, 
1989. 

Reclassifications 

Certain amounts for 1990 have been reclassified to conform to the 1991 presentation. 

Note 3. Initial Public Otrerioa: 

In July 1991, the Company's chemicals subsidiary. International Specialty Products Inc. (''ISP") 
completed an initial public offering of 19,388,646 shares. or 19 .4%, of its common stock., at a price of S 15.50 
before underwriters' discount. The net proceeds of $281.3 million from the initial public offering were utilized 
to reduce the Company's Bank Term Loan (see Note 10). The remaining term loan amortization payments 
were reduced oo a pro rata basis. No provision for Federal income taxes was required in connection with the 
initial public offering. 

Note 4. lnYestmeot in the Partoersbip 

On FebiUaiY 12, 1990, pursuant to an Asset Sale Agreement, GAF Chemicals and one of its subsidiaries 
sold the assets (the .. Surfactants Assets") of the Company's surfactants business (the .. GAF Surfactants 
Business") to two newly formed grantor trusts (the .. Purchaser Trusts"), of which GAF Chemicals and the 
subsidiary arc the sole beneficiaries, and which arc consolidated in the Company's financial statements. The 
Purchaser Trusts then contributed the Surfactants Assets 10 a partnership (the .. Partnership") in exchange for 
limited partnership interests and, in tum, cootributed such interests to a third trust which became a successor 
limited partner of the Partnership (the ""Limited Partner Trust"}. The Limited Partner Trust is entitled to 
priority distributions from the Partnership. The Partnership is affiliated with Rhooe-Poulenc Inc. ( .. RPI''), a 
whoUy owned subsidiaiy of Rbone-Poulenc S.A., a French Corporation. RPI also contributed businesses to 
the Partnership. The total consideration for the lr.Ulsferred Surfactants Assets was valued at approximately 
$490 m.iil.ioa. including the assumption and payment of certain liabilities relating to the Surfactants Assets. 
Using the $450 million of loan proceeds. described below, received from the Limited Partner Trust, 
G Industries redeemed $235 million of the Increasing Rate Notes and caused certain of its subsidiaries to 
prepay $200 million of the then outstanding bank loans under the Credit Agreement (see Note 10). 

The Limited Partner Trust borrowed the funds to pay the cash proceeds described above to the Company. 
The borrowing bean a fixed interest rate of 9 .14%, matures in I 99 S, and is included in the Consolidated 
Balance Sheet (see Note 10). Interest expense for 1991 and 1990 includes $41.7 million and $37 million, 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDA TED FlNANCIAL STA TEMENTS-(Cootioued) 

Note 4. la•estmeat ia tlte Panaenllip--(Coatiaued) 

respectively, of interest related to this debL Although oon-recourse to the Company, repayment of the debt is 
secured by a pledge of the Company's interest in the Partnership. Partnership income of $43.8 million and 
$38.7 million for the years 1991 and 1990, respectively, is included in other income (expense). 

As of December 31, 1989, for presentation in the Consolidated Balance Sheet, the assets and liabilities of 
the GAF Surfactants Business were reclassified to re8ect the transaction discussed above. The amount of 
goodwill initially recorded in connection with the Acquisition was reduced by $223.1 million as a result of the 
surfactants transaction. Deferred taKS of $119 million related to this transaction were established. 

Note 5. Pro Forma Fmaacial [Dformatioo 

Presented below are Unaudited Pro Forma Condensed Consolidated Statements of Operations prepared 
as if the Acquisition and the transfer of the GAF Surfactants Business had occurred on January 1, 1989. The 
pro forma statements re8ect adjustments for expenses attributable to the Acquisition, including interest 
expense arising from Acquisition debt, goodwill amortization, depreciation related to the writeup of plant and 
equipment to estimated fair value, and a reduction in income on investments reflecting utilization of the 
Predecessor Company's cash for the Acquisition. The pro forma statements also reflect elimination of fees and 
expenses relaled lO the Acquisition which were expensed by the Predecessor Company. The pro forma results 
also reflect the elimination of sales and expenses of the GAF Surfactants Business for 1989, the reduction of 
goodwill amortization and interest expense which resulted from the surfact.ants transaction, and reflect 
Partnership income arising from the transfer of the GAF Surfactants Business. 

Federal and state income taxes were not provided on a pro forma basis in 1990 and 1989 because the 
aforementioned interest deduction attributable to the Acquisition debt eliminated the need for a Federal or 
state tax provision. However, the foreign tax expense for l990 and 1989 has remained unchanged from the 
historical financial statements. 

On April 10, 1989, the Company acquired Sutton Laboratories., Inc. ( .. Sutton") for $32 million. The 
acquisition was accounted for as a purchase. Accordingly, the results of Sutton have been included only from 
the date of acquisition in both the Consolidated Statement of Operations for the nine months ended 
December 31, 1989 and the pro forma statement of operations for the year 1989. 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDATED FINANCIAL STATEMENTS-(Contiaued) 

Note 5. Pro Forma Fmaacial Informatioo-(Contioued) 

UNAUDITED PRO FORMA CONDENSED STATEMENTS OF OPERATIONS 

HlsiGric:al PrvF-
YarE..Ikd 'far Ea4ed 

Ilecemtler ]I., Dece.Wll. 
1991 1990 1989 

(MWiaa) 

Net sales ................................................. . s 925.6 s 921.6 s 851.4 
Costs and expenses ......................................... . 738.5 745.2 699.6 
Goodwill amortization ....................................... . 14.5 14.4 14.0 

Operalulg tncome .......................................... . 172.6 162.0 137.8 
Interest expense ............................................ . ( l38.5) (180.2) (183.5) 
Gain on initial public offering of subsidiary's stock ............... . 156.7 
Other income, net .......................................... . 32.8 29.7 49.0 

Income (loss) before income taxes and extraordinary items ....... . 223.6 11.5 3.3 
I ocome taxes .............................................. . (9.8) (14.6) (17.2) 
Minority interest in income of subsidiary ....................... . (4.5) 

Income (loss) before extraordinary items ...................... . s 209.3 s (3.1) s (13.9) 

Note 6. Iocome Taxes 

Jacome tax {provision) benefit for the ye:om 1991 and. 1990 and the: nine months ended December 31, 
1989 consists of the following: 

1991 1990 111119 

Fe:deral ..................................... · · · · · · · · · s ( 1,089) s - s 17,628 
Foreign ............................................. . (7,440) (14,455) (13,031) 
State and local. ...................................... . p,306) (100) 239 
Income tax (provision) benefit ......................... . s (9,835) $( 14,555) s 4,836 

The differences between the income tax (provision) benefit computed by applying the statutory Federal 
income tax rate to pretax income (loss) for the years L 991 and 1990 and the nine: months ended December 31, 
1989, and the actual tax (provision) benefit are as follow~ 

1991 1990 1989 

(n-..b) 

Statutory (provision) benefit ........................... . $(76,032) s (1,399) s 13,059 
Impact of nontaxable gain oa initial public offering of 

subsidiary's stock ................................... . 65,985 
Impact of foreign operations ........................... . 5,699 (8,430) (2,673) 
Goodwill amortization ................................ . (4,940) (4,912) (4,937) 
Additional de:preciatioo expe:nsc: rcsull].ns from the 

Acquisition ........................................ . (1,707) (1,707) (1,279) 
Percentaae depletion .................................. . 1,947 2,078 1,692 
Otbe:r, net ........................................... . (787) (185) (1,026) 

Income tax (provision) benefit ......................... . s (9,835) $(14,555) s 4,836 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDATED FlNANCIAL STATEMENTS-(Coatiaued) 

Note 6. lacome Taxes--(Coatiaued) 

The change in the Deferred Tu liability primarily relates to the utilization of certain tax benefits arising 
from the Acquisition (see Note l). 

Extraordinary items for 1991 of $1,089,000 represents carryover foreign tax credits from 1990 which 
could not be utilized previously for financial reponing purposes. 

Effective March 29, 1989, the Company, the Registrant and G Industries entered into a Tax Sharing 
Agreement. In general, the agreement provides that each of the Registrant and G Industries will be required 
to pay to the Company its current tax liability computed oo a separate return basis. and will be entitled to 
reimbursement from the Company for tax losses or tax credits which reduce the Company's consolidated tax 
liability. 

In February 1992, the Financial Accounting Standards Board issued Statement No. I 09, .. Accoun ling for 
Income Tues", which established financial accounting and reponing standards for the effects of income taxes. 
The new standard is effective no later than for the year 1993. At the date the Company adopts the new 
accounting rules, it may record the entire catch-up effect in that year or it may retroactively restate prior 
financial statements, including the financial statements presented herein. The Company does not anticipate 
that the implementation of this new standard will have a material adverse effect on its financial position or 
results of operations. 

Note 7. Other locome (Elr:pe1Ue) 

Other income (expense) for the years 1991 and 1990 and the nine months ended December 31, 1989 
consists of the following: 

1991 

Partnership income ............................ _ ... . $43,848 
Net realized and unrealized gains (losses) 

on short-term investments .................... _ ... . 355 
Interest and dividend income .................... _ ... . 6,031 
Foreign exchange gains (losses) ..................... . 569 
Provision for environmental remediation ..... _ .... _ ... . (8.026) 
Retiree health and life insurance benefits ............. . (],608) 
All other, net ................................. _ ... . (6,408) 

Other income (expense) $32,761 

Note 8. [o,eatories 

Inventories at December 31 consist of the following: 

Finished goods ... - .............................. - - ... · · · .. - - -
Work in process ............................................. . 
Raw materials and supplies ......................•.............. 

Total ...................................................... . 
Less LIFO reserve ........................................... . 

Inventories ................................................. . 
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1990 1989 

(l)owMMds) 

$38,739 S-

(2.357) (2,843) 
10,428 13,251 

( 16,076) (6,286) 

(4,334) (2,581) 
( 1,756) {3.611) 

$24,644 $(2,070) 

1991 1990 

flllo.satlds) 

s 78,811 
23,961 
29,255 

132,027 
( 1,080) 

$130,947 

s 70,251 
21,975 
31,086 

123,312 
(960) 

$122,352 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDA TED FINANCIAL STA TEMENTS-(Continued} 

Note 9. Property. Plaut and Equiplbeat 

Property, Plant and Equipment at December 31 consist of the following: 

Land and land improvements .................................. . 
Buildings and building equipment .............................. . 
Machinery and equipment .................................... . 
Construction in pro~ ...................................... . 
Total ...................................................... . 
Less accumulated depreciation ................................. . 

1991 1990 

(n-..1,) 

s 59,865 s 59,150 
81,716 78,356 

401,080 366,943 
36,923 32,286 

579,584 
(77,103} 

536,735 
(46,151} 

Property, Plant and Equipment, net ............................. . 5502,481 S490,584 

Note 10. Slaort-tmn aad Lone-term Debt 

Information regarding shorHerm debt is as follows: 

As of end of period: 
Balance outstanding ................................... . 
Weighted average interest rate .......................... . 
For the period: 
Average month-end short-term debt outstanding ........... . 
Maximum month-end short-term debt outstanding .......... . 
Weighted average month-end interest rate ................. . 

t:_. E•dell 
Dec:eiQer 31, 

1991 1990 

("n-n=dt} 

s 105 s 9,317 
10.0% 9.3% 

$11,350 $21,876 
$18,769 $32,274 

9.5% 9.1% 

Nllle M0111b 
Eaded 

DecallterJt, 
1919 

s 8,309 
10.0% 

$26,420 
$30,434 

8.4% 

See Note 18 for informatioo in connection with the issuance of new debt and an amendment to the Credit 
Agreement discussed below, in March 1992. 

At December 31, 1991, the Company's foreign subsidiaries bad unused short-term lines of credit 
aggregating $25.8 million. The short-term lines of credit arc maintained with banks on tenns which expire: on 
various dates. but are generally renewable. Borrowings under short-term lines of credit generally bear interest 
at or near the prevailing market rates in the individual countries. 
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G-1 HOLDINGS INC. 

NOTES TO CONSOLIDATED fiNANCIAL STA TEMENTS---(Contioued) 

Now 10. Sbort-term aod Looc-term Debt-(Coatinued) 

Long-term debt at December 31 was as follows: 

Bank Term Loan ......................................... . 
Revolving Credit Facility .................................. . 
Industrial revenue bonds with various interest rates 

and maturity dates to 2012 ............................... . 
Obligations oo mortgaged properties ......................... . 
Merger Debentures due 2005 ............................... . 
Non-recourse Partnership Debt (See Note 4) ................. . 
10 Wit Senior Subordinated Notes due 1994 .................. . 
II Wit Senior Subordinated Notes due 1995 .................. . 
Unamortized discount .................. _ .................. . 

Total ................................................... . 
Less current maturities .................................... . 

Long-term debt less current maturities ....................... . 

1991 1990 

(Tiaonud:s) 

$ 300,995 $ 600,000 
70,000 63,500 

23,176 
61,459 

285,250 
450,000 

13,684 
6,745 

(91) 

1.211,218 
(27,280) 

$1,183,938 

23,626 
62,836 

247,342 
450,000 

13,684 
6,745 
( ll6) 

1,467,617 
(34,391) 

$1,433.226 

The Bank Term Loan and Revolving Credit Facility an: part of the bank credit agn:cmau (""Crcdil 
Agreement .. ) wbicb G Industries entered into with a group of banks in September 1990, under which 
$800 million in cn:dit facilities wen: provided to G Industries. Borrowings under the Credit Agreement bear 
iDte~t at a rate ( SIJI oo Dcl;:cmbcr J l, 1991 } based oo the banks' base rate (as defined) or a Eurodollar rate 
(as defined), at the option of G Industries. Substantially all of the assets of the Registrant wen: pledged as 
collateral under the Cn:dit Agn:emenL 

The Company is contingently liable under letters of credit issued under the Credit Agreement 
aggregating $61.7 million, of which $24.7 million secures amounts due under the Company's industrial 
revenue bond obligations. At December 31, 1991, after giving effect to the $61.7 million of letters of credit 
outstanding and to outstanding bonowings., the amount remaining available under the Revolving Credit 
Facility was $68.3 million. Reference is made to Note 18 in connection with a subsequent event in connection 
with the portion of the aforementioned letters of credit issued on behalf of GAF Building Materials. 

The Merger Debentures bear a fixed interest rate of 12.875fl,. In 1999, the Registrant will be required to 
commence redeeming an aggregate of 60% of the outstanding principal amount of Merger Debcntu.n:s in six 
equal annual installments. 

Under the terms of the Merger Debentures, for the first five years foUowing their initial issuance, interest 
may be paid either iD cash or, at the option of the Registrant, in additional Merger Debentures valued at their 
face amounL The Registrant currently is required under the terms of certain indebtedness to issue additional 
Merger Debentures in lieu of cash interest payments. After March 15, I 994, interest must be payable in cash. 
The Merger Debentures an: unsecured general obligations of the Registrant and an: subordinated in right of 
payment to the prior payment of all senior indebtedness of the RegistranL 

In connection with the Acquisition, the Predecessor Company conducted tender off en for its II Wll Se
nior Subordinated Notes due 1995 and I OWl. Senior Subordinated Notes due I 994, and accepted for payment 
all validly tendered securities COQStituting approximately 95fl, and 9 I%, respectively, of each issue. 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDA TED nNANCIAL STATEMENTS- (Coatiaued) 

Note 10. Sbort-term aad Loa1-term Debt-(Coatiaued) 

The aggregate maturities of long-term debt as of December 3 1, 1991 for the next five years arc as follows: 

cno. .... , 
1992 ................................................................... . 
1993 ................................................................... . 
1994 ................................................................... . 
1995 .........................................•.......................... 
1996 ................................................................... . 

$ 27,280 
24,281 
44,122 

560,748 
7,558 

In the above table, 1995 maturities include the $450 million of aon-recou.ne Partnership debt and also 
the $70 million of borrowings under the Revolving Credit Facility as of December 31, 1991. 

Note 11. Capital Stock 

In the Acquisition, members of the management group acquired SSO million of capital stock of tbe 
Company in exchange for shares of Predecessor Company common stock and cash. The Predecessor 
Company shares and cash were then exchanged for all of the common stock of the Registrant and then for all 
of the G Industries common stock. 

As of December 31, 1990 and 1991, the Registrant's capital stock consists of 10 issued and outstanding 
common shares (par value, $.01 per share; 1,000 shan:s authorized). 

Note 11. Beae&t Plus 

The GAF Capital Ac:cumulation Plan is a defined contribution plan for eligible salaried employees. The 
Company contributes 3111 of participants' compensation, plus matching contributions up to an additi.onal4% of 
compensation for participants who make voluntary contributions. Each participant is fully vested at all times 
in the balance of his accounL The agregatc contributions made by the Company to the plan and charged to 
operations wt:re $4,686,000 for the year 1991, $4,583,000 for the year 1990, and $3,812,000 for tbe nine 
months ended Dcc:ember 31, 1989. 

The Retirement Plan for Hourly Employees is a nonCOiltributory defined benefit plan. Benefits under this 
plan an: based oa stated amounts for each year of service. The Company's fundin& policy is consistent with tbe 
minimum fundin& requirements of ERISA. plus any additional amounts which the Company may determine 
to be appropriate. Pension expense charged to operations was $1,539,000 for the year 1991, $1,484,000 for the 
year 1990, and $981,000 for the nine months ended December 3 I, I 989. 

Net periodic pension cost included the followin& components: 

NIMMo.as 
£Qed 

Yar Yar Do wr ll, 
1991 1990 1919 

Service cost ......................................... . s 891 s 884 s 561 
Interest cost ......................................... . 1,194 980 585 
Actual return on plan assets ............................ . (649) (530) (256} 
Net amortization and defem.l .......................... . 103 ISO 91 

Net periodic pension cost .............................. . $1.539 $1.484 $ 981 
-- --
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G-1 HOLDlNGS INC. 

NOTES TO CONSOUDATED FlNANCIAL STATEMENTS-(Contiaued) 

Note lZ. Beodlt Plans-(Coatiaued) 

The following table sets forth the funded status of the Retirement Plan for Hourly Employees: 

Accumulated benefit obligation: 
Vested ...................................... ················ 
Nonvested .................................................. . 

Total accumulated benefit obligation .............................. . 

Projected benefit obligation ...................................... . 
Fair value of plan assets, primarily listed stocks 

and U 5. Government securities ................................ . 

Projected benefit obligation in excess of plan assets ................. . 
Unrecognized prior service cost ..................•................ 
Unrecognized net loss .......................................... . 

Unfunded accrued pension cost .................................. . 

Dect..- lt, 

1991 1990 

(DIM...UI 

$13,080 
2.620 

$15,700 

$15,700 

(9,204) 

6,496 
(1,736) 

(259) 

s 4,501 

$10,319 
2,721 

$13,040 

$13,040 

(6,719) 

6,321 
( 1,657) 

(307) 

s 4,357 

The difference of $2 million between the projected benefit obligation in excess of plan assets and the 
unfunded accrued pension cost as of December 3 1, 1991 has been recorded as an unfunded liability, offset by 
an intangible asset of $1,736,000 and a reduction of shareholder's equity of $259,000. 

In determining the projected benefit obligation, the weighted average assumed discount rate was 
8.75% for 1991, 9.25% for 1990, and 8.5% for 1989, while the expected long-term rate of return on assets, 
used in determining net periodic pension cost, was 9% for 1991 and 8% for 1990 and 1989. 

The Company bas a nonqualified retirement plan for the benefit of key employees. The benefit payable 
under the plan, which accrues in accordance with a teo-year schedule, consists of an annual payment 
commencing at age 65 equal to 251JJ of a covered employee's last full year's salary. The benefit continues for 
the longer of L 5 years or the joint Lifetimes of the employee and his or her spouse. If a covered employee dies 
while employed by the Company, a death benefit of 36% of the employee's annual compensation at the date of 
death is payable to the employee's beneficiary for a term of 15 years. Expense accrued for future obligations 
under such plan was S453,000 for the year 1991, $3 70,000 for the year 1990, and $373,000 for the nine months 
ended December 31, 1989. Employees who participate in this plan arc not entitled to have employer 
contributioos made to their accounts under the GAF Capilal Accumulation Plan. 

The Company maintained an Equity Appreciation Plan, which was terminated upon completion of the 
initial public offering (see Note 3). As a result. the Company's gain from the initial public offering is net of a 
one-time charge of $8.5 million in connection with the plan termination. 

In addition to providing pension benefits, the Company presently provides certain health care and Life 
insurance benefits for retired employees. Substantially all of the Company's employees, including employees 
in foreign countries, may become eligible for those benefits if they reach normal retirement age while working 
for tbe Company. The cost to the Company for retiree health care and life insurance benefits was $3.6 million 
for the year 1 991, S4.3 million for the year 1990 and $2.6 million for the nine months ended December 31, 
1989. 

In December 1990, the Financial Accounting Standards Board issued Statement of Flnancial Accounting 
Standards No. 106, "Employers' Accounting for Postretirement Benefits Other Than Pensions." The new 
standard requires that the expected cost or these benefits be recognized in the financial statements over an 
employee's active working career. The Company presently recognizes this expense as claims are incurred, 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDATED FINANCIAL STATEMEI"'IlS-(Coatiaued) 

Note 12. Beoeftt Plaos-(Cootioued) 

although a portion of such costs bas previously been accrued. Adoption of the new standard is required no later 
than 1993. 

Adoption of the new standard will create a previously unrecognized obligation covering prior years with 
respect to both existing retirees and active employees. This transitioo obligation may be recognized in future 
financial statements in one of two ways: (I ) by immediate recognition through a cumulative catch -up 
adjustment in the statement o£ operations, based on the discounted present value of expected future benefits 
attributable to service rendered prior to adoption o£ the new standard. or (2) prospectively, by amortizing the 
obligation on a straight-line basis over the average remaining service period of active plan participants. 

The Company's actuaries have made a preliminary review of the potetltial effects of the new accounting 
standard, using 1991 data. Their estimates are subject to change based on a number o£ factors., including 
changes in the assumed health care cost trend rate used in the calculations. Based on such review, the 
Company's postretirement benefit obligation at December 31, 1991, measured in accordance with the new 
standard, would be approximately $112 million, of which the Company has existing reserves of approximately 
$9.3 million. If the new standard had beat adopted prospectively in 1991, the actuaries estimate that the 
pretax postretirement benefit expense provision for 1991 would have been approximately $12 million. The 
1991 pretax expense was approximately $3.6 million. The new accounting method will have no effect on the 
Company's cash outlays for retiree benefits. 

ISP's 1991 Incentive Plan for Key Employees (the -1991 Incentive Plan") authorizes the grant of 
options to purchase a maximum of 3,000,000 shares o£ ISP's common stock. Options may be either options 
intended to be -incentive stock options" within the meaning of Section 422 of the Internal Revenue Code 
(-Code") or .. nonqualificd" stock options for purposes of the Code. The exercise price of options granted 
must be at least equal to the fair market value (as defined in the 1991 Incentive Plan} of such shares on the 
date of grant 

During 1991, 836,948 options were granted at an exercise price of $12.25, all of which were outstanding at 
December 31, 1991. The term o£ each option is generally five years and 60 days. Options may not be exercised 
during the first year after the date of grant Thereafter, each option becomes exercisable as to 20%, 40%, 60%, 
80% and 100% of the shares subject thereto on each of the first through the fifth anniversaries of the date of 
grant 

Notwithstanding any other provision of the 1991 Incentive Plan, the Compensation and Pension 
Committee o£ ISP's Board of Directors may prohibit the exercise of any or all options to purchase shares of 
common stock if it pays the option holder an amount equal to the difference between the aggregate fair market 
value of the shares subject to such options and the aggregate option price. Such amount shall be paid in cash 
or any combination of cash and common stock at the election of the Compensation and Pension Committee. 
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G-1 HOLDlNGS INC. 

NOTES TO CONSOUDA TED nNANCIAL STATEMENTS- (Coorioued) 

Note 13. lom~tmeot in Joint Venture 

Financial data presented below pertain to GAF-Hiils Chemic GmbH ( .. GAF-Hills"), a joint venture 
between ISP and Hills Aktiengesellschaft., which operates a chemical manufacturing plant in Gennany. The 
results of this joint venture arc accounted for by the equity method. ISP's equity in the earnings of G AF-Hiils 
is reSected as a reduction of cost of products sold in the Company's statements of operations. 

YarEa!W 
Nlae Mo.d&s 

Ell dell Dec:ealler 31, ~31, 
1991 1990 l'M9 

(1'\ouuds) 
Income Statement data: 

Revenues: From ISP ............................ . $ 14,895 s 22,256 s 25,931 
From others .......................... . 89,326 99,020 67,155 

Total revenues ................................. . 104,221 121,276 93,086 
Costs and ~ses ............................. . 78.611 79,440 60,518 
Operating income .............................. . $ 25,610 s 41,836 s 32,568 

Net income of GAF-Htils for the period ........... . $ 16,621 $ 19,530 $ 17,596 
Equity of ISP in earnings of GAF-Hiils ............ . 7,894 9,684 8,698 

Cash Flow data: 
Cash Flows From Operating Activities: 

Net income ................................. . s 16,621 s 19,530 s 17,596 
Depreciation/ amortization ..................... . 4,389 4,977 3,335 
Working capital changes ....................... . 3,028 (4,500) 4,947 
Other, net ................................... . ( 140) 2,076 3,192 
Total ....................................... . 23,898 22.083 29,070 

Cash Flows From Investing Activities: 
Capital ~ditures .......................... . (576) (3,385) (858) 

Cash Flows From Financing Activities: 
Dividends paid ................................. . (22,788) (23,461) (634) 
Other, net ..................................... . (361) 1,876 1,667 

Total ....................................... . (23,149) (21.585) 1,033 
Net change in cash and cash equivalents ........... . s 173 $ (2,887) s 29,245 

Dece.Mr 31, 
1991 1990 l'M9 

Balance Sheet data: 
Current assets ................................. . $ 53,611 $ 57,420 $ 60,612 
Noncurrent assets .............................. . 57,137 61,043 56,997 

Total Assets ................................... . $110,748 $118,463 $117,609 

Current liabilities .............................. . $ 9,879 $ 33,080 $ 40,649 
Noncurrent liabilities ........................... . 16,357 16,916 15,280 

Total Liabilities ................................ . s 26,236 s 49,996 s 55,929 

Net Assets .................................... . s 84,512 s 68,467 $ 61,680 
Equity of ISP in net assets of GAF-Hills .......... . 41.588 34,003 30,690 
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C-1 HOLDINGS INC. 

NOTES TO CONSOUDA TED FINANCIAL STA TEMENTS--(Coadaued) 

Note 14. Busiaess Stpaeat lafonaatioa 

1991 

Net sales 
Chemicals • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 525.8 
Less: lntersegment sales ......................... . (30.7) 
Net Chemicals sales ............................. . 49.5.1 
Building Materials .............................. . 424.8 
Broadcasting ................................... . .5.7 

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 925.6 

Operating income 
Chemicals• •: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 140.5 
Building Materials .............................. . J2J 
Broadcasting ................................... . 1.0 
Otber ......................................... . p.2) 

172.6 Total operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .=S::::::i::::i:::::=:::::: 

Identifiable assets 
Chemicals••: ................................... . $1,548.4 
Bwldin8 Materials .....•.•....................... 270.9 
B~castins and otbcr .......................... . 46.4 

Total assets ...................................... . $1,865.7 

Capital expenditures 
Chemicals ................................ __ ... . s 34.4 
Bufkting MaterUU5 .............................. . 11.3 

Total ........................................•.. _. s 45.7 

Depreciatioo 
Chemicals ..................................... . s 19.7 
Building Materials .............................. . 11.8 
Broadcastins ........................ - .... -- ---- · 0.1 

Total ............................................ . s 31.6 

•Chemicals sales exclude sales of GAF-Hiils. 

1990 

(MIWou) 

s 511.7 
(30.3) 

481.4 
434.4 

5.8 
s 92l.6 

s 133.1 
28.5 

1.2 
~0.8) 

s 162.0 

$1,547.2 
2.58.4 

51.9 
$1,857.5 

s 35.6 
20.2 

s 55.8 

s 18.8 
ll.4 
0.1 

s 30.3 

s 470.2 
(22.4) 

447.8 
319.3 

4.5 

s 771.6 

s 100.1 
21.6 
l.l 

(0.8) 

s 122.0 

$1,533.1 
254.9 
41.8 

$1,829.8 

s 25.1 
10.8 

s 35.9 

s 12.8 
8.1 
0.1 

s 21.0 

••Chemicals income and identifiable assets include ISP's .50'11 equity in tbe income and investment in 
GAF-Hiils. 
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G-1 HOLDINGS INC. 

NOTES TO CONSOUDATED FINANCIAL STATEMENTS-(Contiaued) 

Note 15. Geograpbic IDforllllltioa 

NJ. M•dls 

Yeu- Elided Dec:eaber 31, 
E...w 

Deees.ber 31, 
1991 1990 1989 

(M'"'-) 

Net sales: 
Domestic operations • ............................ . s 677.8 s 676.5 s 564.0 
Europe•• ...................................... . 173.9 174.2 124.2 
Other foreign operations .......................... . 73.9 70.9 83.4 

Net sales ........................................ . s 925.6 s 921.6 s 771.6 

Operating income: 
Domestic opcratioas ............................. . s 103.5 $ 85.9 s 70.0 
Europe••• ..................................... . 55.2 58.3 29.7 
Other foreign operations .......................... . 13.9 17.8 22.3 

Operating income ................................ .. 172.6 162.0 122.0 
Interest expense and other, act ...................... . 51.0 (157.9) (160.4) 

Income (loss) before income taxes and extraordinary 
items ............................... ··· .. ·· .. ··· $ 223.6 $ 4.1 $ (38.4) 

Identifiable assets: 
Domestic operatioas ............................. . $1,721.4 $1,717.4 $1,691.7 
Europe••• ..................................... . 115.3 111.0 107.3 
Other foreign operations .......................... . 29.0 29.1 30.8 

Total ............................................ . $1,865.7 $1,857.5 $1,829.8 

*Net sales- domestic operations exclude sales by the Compaay's domestic subsidiaries to foreign affiliates 
of $107.9 million for the year 1991, $88.8 million in 1990, and $70.5 million for the nine months ended 
December 31, 1989. 

••Net sales- Europe exclude sales by the Compaay's European subsidiaries to domestic and other foreign 
affiliates of $13.6 million for the year 199 L. $12.2 million in 1990, and $12.9 million for the nine moaths 
ended December 31, 1989. 

•••Operating income - Europe, and Identifiable Assets - Europe include ISP's 50% ownership of GAF
Huls. 

Note 16. SuppJemeatary lacome Statemeat and Balance Sbeet Inrormation 

Maintenance and repairs ........................ . 
Rental expense- operating leases ................ . 

Yar EMed Dea.ller 31, 

lt91 1990 

$52,330 
11,056 

tn...-b) 

$51.314 
7,629 

$40,109 
6,688 

I ncludcd in Accrued Liabilities on the Consolidated Balance Sheets as of December 31, I 991 and 1990 
are accruals of $13.6 million and $12.5 million, respectively, for estimated future product warnmty claims 
expense. In addition, Accrued Liabilities at December 3 L , 1 990 includes S 10.8 million of los.s reserves relaled 
to the Company's insurance subsidiary. 
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G-1 HOLDINGS INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Contioued) 

Note 17. Commitments aod Coati.ocenciH 

The discllSSioo as to legal matters involving the Company, and appearing in rcspoasc to .. Item 3. Legal 
Proceedings" is incorporated herein by reference. 

The Company bas operating leases for transportation, production and data processing equipment and for 
various buildings. Future minimum lease payments for properties which were held under long-term 
noncancelable leases as of December 31, 1991 were as follows 

1992 ................................................... . 
1993 ......................................... ' .... ' ....• 
1994 ......... '. ' ....................................... . 
1995 .............. - .................................... . 
1996 .... - ........ - ..................................... . 
Later years .........................•.................•.. 

(nouu.b} 

s 5,554 
4,362' 
1,881 
1,324 

967 
2,229 

$16,317 

The Company and the Registrant are presently dependent upon the earnings and cash How of their 
subsidiaries in order to satisfy obligations as of December 31, 1991 in the amount of $14.3 million with respect 
to unpaid dividends on the Company's Series A cumulative redeemable preferred stock, $285.3 million 
principal amount of the Registrant's Merger Debentures, and approximately S 137 million of various other 
liabilities of the Company and the Registrant including deferred taxes. Funds to satisfy the Company's 
dividend obligations are provided to the Company by the Registrant and its subsidiaries through dividends and 
loans, as to which there are restrictions under the Credit Agreement and the indenture for the Merger 
Debentures, including a prohibition on the funding by G Industries {a wholly owned subsidiary of the 
Registrant) of the Company's Series A preferred dividends prior to July 2, 1992, and from payments pursuant 
to Tax Sharing Agreements between the Company and the subsidiaries of the Registranl 

Based upon information presently available, management believes that the capital expenditures necessary 
in order to maintain the Company's compliance with environmental laws and regulations will not exceed 
$5 million for each of the next five years. 

Note 18. Subsequaat £,eat 

In March 1992, two domestic subsidiaries of ISP {the "'Issuers") issued $200 million of 9% Senior Notes 
(the .. Notes"), due 1999. The Notes are guaranteed by ISP and all of its domestic subsidiaries (the 
.. Subsidiary Guarantors"'). The net proceeds from the issuance of the Notes were used by the Company to 
repay a portion of its Bank Term Loan. As a result of the foregoing. the Company's scheduled repayments of 
long-term debt for the year 1992 have been reduced to $27 .l million, and the current portion of long-term debt 
as of December 31, 1991 bas bcco adjusted to re8ect such reduction. 

The Notes are general. unsecured obligations of the Issuers. Upon issuance of the Notes, the Credit 
Agreement was amended, with the Issuers assuming G Industries' obligations under the Credit Agreement, 
includiag the term loan and the combined revolving credit/letter of credit facility, except for obligations 
related to letters of credit issued on behalf of subsidiaries of the Registrant other thara ISP and its subsidiaries 
(the "Noa-ISP Subsidiaries"), which are limited to $40 million. In addition. all liens on assets of ISP 
securing the bank indebtedness were released, with the result that the remaining bank indebtedness and the 
Notes rank pari passu. 

The separate S40 million letter of credit facility for the benefit of the Non·ISP Subsidiaries expires oa 
July I, 1992, after which time any remaining open letters of credit must be cash collateralized by G I odustrics. 
The Non-JSP Subsidiaries expect to reduce their letter of credit requirements and/or establish a new letter of 
credit facility. To the extent they are unable to do so, G Industries expects to have sufficient cash available to 

collateralize the Non-ISP Subsidiaries' letters of credit. 
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G-1 HOLDINGS INC. 

SUPPLEMENTARY DATA (UNAUDITED) 

Quarterly Finaacial Data (Unaudited) 

1991 By Quner 

( M llliolls) 

Net salc:s .................... _ .......... $209.2 $253.7 $247.5 $215.2 $220.9 
Cost of products sold ..................... 123.4 147.1 143.6 132.9 137.6 

Gross profit ............................. s 85.8 $106.6 $103.9 s 82.3 s 83.3 -- -- -- --
Operating income ........................ s 39.2 s 53.9 s 48.6 s 30.9 s 37.8 -- -- -- --
Income (loss) befoo: income taxes and ex· 

traord.inary item ............ _ .......... s 25.5 SJI.I $166.8 s 0.2 s (6.3) 
Income tax (provision) benefit ............. (6.2) (9.3) 10.1 (4.4) (5.9) 
Minority inten:st in income of subsidiary .... ~) _QQ) --
Income (loss) before extraordinary item ..... 19.3 21.& 174.4 (6.2) (12.2) 
Extraordinary item ........... _ ........... Ll --

Net income (loss) ..................... s 19.3 s 21.8- $174.4 s ( 5.1) s (12.2) -- -- --

F-28 

$235.5 $254.1 $211.1 
139.4 160.0 125.2 

$ 96.1 s 94.1 s 85.9 
--
s 45.3 s 42.7 s 36.2 
-- --

s 9.1 s 1.2 s 0.1 
(3.6) (1.1) (3.9) 

--
5.5 0.1 (3.8) 

--
s 5.5 s 0.1 s (3.8) 

--
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REPORT OF INDEPENDENT PUBUC ACCOUNTANTS 

To GAF Corporation: 

We have audited the accompanying consolidated statements of income. cash flows and shareholders' 
equity of GAF Corporation (a Delaware corporation) and subsidiaries for the three-month period ended 
April 2. 1989. These financial statements and the schedules referred to below arc the responsibility of the 
Company's management. Our responsibility is to express an opinion on these financial statements and 
schedules based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards. Those standards 
rcquitt that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining. on a test basis, evidence 
supporting the amounts and disclosures in the bncial statement:!. An audit also includes assessing the 
accounting principles wed and significant estimates made by management. as well as evaluating the overall 
financial statement prcsentatioo. We believe that our audit provides a n:asonable basis for our opinion. 

In our opinion, the financial statements n:ferrcd to above, appearing on pages F-30 to F-41 of this Form 
10-K. present fairly, in aU material n:spects, the results of operations and cash flows of GAF Corporation and 
subsidiaries for the three-month period ended April 2, 1989, in conformity with generally accepted accounting 
principles. 

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The schedules appearing on pages S-4 to S-6 of this Form 10-K arc pn:sented for purposes of 
complying with the Securities and Exchange Commission's rules and are not pan of the basic financial 
statements. These schedules have been subjected to the auditing procedures applied in the audit of the basic 
financial statements and. in our opinion, fairly state in all material respects the financial data required to be set 
forth therein in relation to the basic financial statements taken as a whole. 

Roseland. New Jersey 
March 3, 1992 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

CONSOLIDATED STATEMENT OF INCOME 

(Thousands Except Per Share Amounts) 

Net sales ....................................................................... . 

Costs and expenses: 
Cost of products sold ........................................................... . 
SelUn& gener.U and adDlUtisttative ............................................... . 

Total costs and expenses ........................................................ . 

Operatlng tncome ................................................................ . 
Income on investments ........................................................... . 
Interest expense ................................................................. . 
Other expense, net ............................................................... . 

Income before income taxes and exllaOrdinary item ................................... . 
Income taxes ................................................................... . 

Income before extraordinary ilem .................................................. . 
Extraordinary item ............................................................... . 

Net income ................................................................. . 

Eaminp per common share 

F1nt Q..ar 
EUetl 

A,.U l, ltl9 

$239,289 

155,580 
42,975 

198,555 

40,734 
56,822 

( 13,622) 
(33,877) 

50,057 
18,074 

31,983 
(6,553) 

s 25,430 

Before extraordinary item . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S l.1 5 
Extraordinary item.............................................................. (.24) 

Net income.................................................................. S .91 

See Notes to Consolidated Financial Stalements 
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CAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

CONSOUDATED STATEMENT OF SHAREHOLDERS EQUITY 

(Thousands) 

Common stock, S I par value per share: 
Balance, January I and cod of period ............................................. . 

Additional paid·in capital: 
Balance, January I .................................................... _ ........ . 

Proceeds in excess of (less than) cost of treasury shares issued under stock plans ...... . 

Balance, cod of period .......................................................... . 
Retained earnings: 

Balance, January l ............................................................. . 
Net income ................................................................. . 
Common stock cash dividends 

(per share: $.025] ......................................................... . 

Balance, end of period ............................................................ . 
AccumLLlaled translation adjustment: 

Balance, January I ............................................................. . 
Translation adjustment for the period .........•...............•.................• 

Balance, end of period ............................................................ . 
Treasury stock, at cost: 

Common stock: 
Balance, January I ........................................................... . 

Issued under various stock optioo and stock purchase plans: 107,070 shares ......... . 

Balance, April2. 1989- 8,071,892 shares ...................................... . 

Shareholders' Equity ............................................................. . 

F·32 

Ftnt Qtlutll' 
uded 

Aprtll, 1919 

. s 36,008 . 
45,554 
(2,464) 

43,090 

851,010 
25,430 

(697) 

875,743 

12,067 
(2,928) 

9,139 

(321,162) 
4,335 

(316,827) 

$647,153 
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GAF CORPORATION AND SUBSIDlARIES 
(PREDECESSOR COMPANY) 

CONSOUDA TEO STATEMENT OF CASH ROWS 

(Thousands) 

Cash and cash equivalents, January I ............................................... . 

Cash Flows from Operating Activities: 
Net income ..................................................................... . 
Adjustments to reconcile oct income to oct cash provided by operating activities: 

Depreciation .................................................................. . 
Goodwill amortization .......................................................... . 
(Increase) decrease in working capital• ........................................... . 
(I ncn::asc) decrease in other asseu ............................................... . 
Incn::asc ( dccn::asc) in other liabilities ............................................ . 

Net cash provided by operating activities ........................................ . 

Cash Flows from Investing Activities: 
Capital expenditures ........................................................... . 

Cash Flows from Fmancing Activities: 
Increase (decrease) in short·tcrm debt. ........................................... . 
Principal repaymcnu of long·tenn debt ........................................... . 
Investment in marketable securities. net ........................................... . 
Change in accumulated translation adjustment ..................................... . 
Cash dividends ................................................................ . 
Other, net .................................................................... . 

Net cash used in financing activities ............................................ . 

Net change in cash and cash equivalents ............................................ . 

Cash and cash equivalents, end of period ............................................ . 

•(Increase) dccn::asc in working capital items: 
Accounu receivable .............................................................. . 
Inventories ..................................................................... . 
Other current assets .............................................................. . 
Accounu payable ................................................................ . 
Accrued liabilities ............................................................... . 
I ncomc taxes ••.•..•.....•................•.•.............•...........•.•..•....• 

Net (increase) decrease in working capital items ..................................... . 

Supplemental Cash Flow Information: 
Cash paid during the period for. 

Interest .................................................................... . 
Income Taxes ............................................................... . 

Sec Notes to Consolidated Financial Statements 

F-3 I 

$616,215 

25,430 

5,551 
333 

28,723 
(37,083) 

8.477 

31,431 

(6,903) 

2.285 
(389,763) 

49,877 
(2,928) 

(697) 
6,710 

(334,516) 

(309,988) 

$306,227 

s 22,995 
2,217 

(11,709) 
10,276 
5,727 
(783) 

s 28,723 

s 17,199 
s 922 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

NOTES TO CONSOUDATED FINANCIAL STATEMENTS 

Note 1. Summary of Sipifh:aat Accountiac Policies 

Acquisition by GAF Corporation 

GAF Corporation (the .. PrcdcccS50r CompanyH) was acquired on March 29, 1989 in a management-led 
buyout (the ""Acquisition .. ) by Newco Holdings. Inc. (which subsequently changed its name to GAF 
Corporation) (the ··company .. ). The accompanying financial statements represent the historical operating 
results of the Predecessor Company and do not include any adjustments resulting from the Acquisition. 

Principl~s of Consolidation 

The accounts of all significant subsidiaries of the Predecessor Company were included in the consolidated 
financial statements. All significant intercompany transactions and balances were eliminated. The 50% 
ownership of a foreign chemical manufacturing company was accounted for by the equity method. 

Cash EquiWJI~nts 

The: Predecessor Company coosidered its shon-tcnn investments and highly liquid debt instruments 
purchased with a maturity of three: months or less to be: cash equivalents. 

Shon-t~rm Investments and Marketable S«W'iti~s 

Shan-term investments and marketable securities were stated at the: lower of cost or market. The 
determination of cost in computing realized gains and losses on investments was based on the specific 
identification method. 

Jnventoriu 

Inventories were stated at the lower of cost or market. The LIFO (last-in, first-out) method was utilized 
to determine cost for a substantial ponion of domestic inventories. All other inventories were determined 
principally based on avc:ragc: cost. 

Depredation and Capitalized Interest 

Depreciation was computed principally on the straight-line method based on the estimated economic 
lives of the assets. Certain interest charges were capitalized as pan of the cost of property, plant and 
equipment. 

&srarch and Dnelopment 

Research and development expenses were charged to operations as incurred and amounted to S4 million 
in the first quancr of 1989. 

Earnings Per Common Share 

Primary and fully diluted earnings per common share were based on the weighted average number of 
common and common equivalent shares outstanding during each year. Weighted average shares for 
computing primary and fully diluted earnings per share: were 27,872,000 for the: first quanc:r of 1989. 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Conliaued) 

Note 2. Income on lnYeSUDea:ts 

Income on investments consisted of lhe foUowing: 

J'ntQI.ner 
E. lied 

April :z. ltl9 
IMWiaa) 

Net realized gains, net of unrealized losses on short-term investments.... . . . . . . . $42.5 
Dividends, interest income and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.3 

Income on investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $56.8 

Noce 3. Jacome Tues 

Income taxes consisted of the foUowing: 

Federal ................................... · · ... · · · · · · · · · · · · · · · · · · · · · · · 
Foreign .............................................................. . 
State and local ........................................................ . 

Income taxes ......................................................... . 

Fkst Qurter 
£UN 

April :z. ltl9 
(DOIIIUih) 

$13,194 
4,408 

472 

SL8,074 

The difference between the income tax provision computed by applyins the statutory Federal income tax 
rate to pretax income and lhe actual tu provision was as foUows: 

Statutory Provision ...................................................... . 
Adjustments: 

Dividend received deductions ............................................ . 
Impact of foreip: operations ............................................. . 
State and local taxes ................................................... . 
Other ................................................................ . 

Income taxes .•.•........................••.•...•..................•....• 

SL7,019 

(141) 
744 
311 
141 

518,074 

As of April 2, 1989, provision had not been made for United States income taxes on approximately 
S 15.6 million of unremitted eaminss of consolidated foreign subsidiaries and the Predecessor Company's 5()11, 

owned joint venture, because any United States taxes payable on foreisn caminp which may be remitted in 
the future were expected to be substantially reduced by foreign tax credits. 

Extraordinary credits for the first quarter of 1989 included income tax benefits of $56,000 related to the 
Predecessor Company's partial disposition of its investment in Union Carbide Corporation. 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

NOTES TO CONSOLIDATED FINANCIAL STA TEMENTS-(Coatinued) 

Note 4. Beaeftt Plaas 

The Predecessor Company"s GAF Capital Accumulation Plan was a defined contribution plan for eligible 
salaried employees. Predecessor Company contributions consisted of a basic contribution of 3% of the 
compensation of participants for the plan year, plus matching contributions up to an additional 4% for those 
participants who elected to make voluntary contributions to the plan. Each participant was fully vested at 
all times in the balance of his accounL The aggregate contributions made by the Predecessor Company to the 
plan and charged to operations in the first quarter of 1989 were: $971,000. 

The retirement plans for hourly employees and Texas City facility employees were: noncontributory 
defined benefit plans. Benefits for these plans were: based on stated amounts for years of service. The 
Predecessor Company's funding policy was consistent with the minimum funding requirements of ERISA, 
plus any additional amounts which the Predecessor Company determined to be appropriate. Pension expense 
charged to operations was $327,000 in the first quarter of 1989. 

Net periodic pension cost included the following components: 

Service cost .................... _ ............. _ .................... _ .. . 
I nterc:st cost ..................................•........ _ .............. . 
Actual return on plan assets .....................•........................ 
Net amortization and defcnal ........................................... . 

Net periodic pension cost ............................................... . 

Fnc Ql.ner 
udell 

Aprtll, 1919 

In--n) 

s 187 
195 
(85} 
30 

s 327 

The following table sets forth the funded status of the retirement plans for hourly employees and Texas 
City facility employees at April 2, 1989: 

Accumulated benefit obligation: 
Vested ............................................................. . 
Nonvested .................................. _ ....................... . 

Total accumulated benefit obligation ...................................... . 

Projected benefit obligation .............................................. . 
Fair value of plan assets, primarily listed stocks and U.S. Government securities .. 

Projected benefit obligation in excess of plan assets ......................... . 
Unrecognized net transition obligation being recognized over 15 years .......... . 
Unrecognized prior service cost .......................................... . 
Unrecognized net gain .................................................. . 

Unfunded accrued pension cost .......................................... . 

April 1, 
1989 

$7,020 
1,578 

$8,598 

$8,598 
(4,111) 

4,487 
(70l) 
(859) 
203 

$3,130 

In detcnnining the projected benefit obligation, the weighted average assumed discount rate was 9"', 
while the expected long-term rate of return on assets, used in detcnnioing net periodic pension cost, was 8%. 

The Predecessor Company bad a nooqualifi.ed retirement plan for the benefit of key employees. The 
benefit payable under the plan, which accrued in accordance with a ten-year schedule, consisted of an annual 
payment commencing at age 65 equal to 25% of a covered employee's last full year's salary. If a covered 
employee died while employed by the Predecessor Company, a death benefit of 36% of the employee's annual 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECFSSOR COMPANY) 

NOTES TO CONSOUDATED FINA...""'CIAL STATEMENTS-(Coatiaued) 

Note 4. &oeftt Plaas-(Condaued.) 

income at the date of death was payable to the employee's beneficiary for a term of 15 years. Employees who 
participated in this plan were not entitled to have employer contributions made to their accounts under the 
GAF Capital Accumulation Plan. The expense charged to operations in the first quarter of 1989 for such 
future obligations amounted to $87,000. 

In addition to providing pension benefits, the Predecessor Company and its subsidiaries provided certain 
health care and life insurance benefits for retired employees. Substantially all of the Predecessor Company's 
employees, including employees in foreign countries, could become eligible for those benefits if they reached 
normal retirement age while working for the Predecessor Company. The cost of retiree health care and life 
insurance benefits ($1.0 million in the first quarter of 1989) was recognized as expense as claims were 
incurred. 

Note 5. Sbort-term aad Lone-term Debt 

Information regarding short-term debt is as follows: 

As of end of period: 
Balance outstanding .......................................................... . 
Weighted average interest rate ................................................. . 

For the period: 
Average month-end short-term debt outstanding .................................. . 
Maximum month...end short-term debt outstanding ................................ . 
Weighted average month-end interest rate ....................................... . 

$9,446 
8.6% 

$8,374 
$9,446 

9.1% 

In connection with the Acquisition, the Predecessor Company conducted tender offers and consent 
solicitations to amend the indentures for its II Wit Senior Subordinated Notes due 1995, lO H Senior 
Subordinated Notes due 1994 and 10 1'.% Senior Subordinated Debentures due 200l. The tender offers 
expired on March 28, 1989, and the Predecessor Company accepted for paY-ment all validly tendered securities 
constituting approximately 95%, 91% and ICll:>'ll, respectively, of each issue. As a result, the Predecessor 
Company incurred a first quarter 1989 extraordinary charge from extinguishment of debt in the amount of 
$6.6 millioo, oct of income tax benefit of $4.4 million. Amounts remaining outstanding are $6.7 millioo of the 
II H Notes and $13.7 million of the 10 Wll Notes. 

Note 6. Stock Option Plaas 

The Predecessor Company's 1984 Stock Option PLan provided for the granting of incentive and 
nonqualified stock options to key employees of the Predecessor Company and its subsidiaries to purchase 
common stock of the Predecessor Company at not less than I()~:')% of the fair market value at the date of granL 
Under the terms of the plan., options for 1.600,000 shares of common stock could be granted from time to time 
until April 30, 1989. The tcnn of each option was 6ve years and sixty days. Options could not be exercised 
during the first year after the date of grant, but thereafter, options became exercisable as to 21Ji% of the shares 
subject thereto oo each of the first through tbe fifth anniversaries of the date of graoL 

The Predecessor Company's 1975 nonqualified stock option plan provided for the sranting of 1,600,000 
options to key employees 10 purchase common stock of the Predecessor Company at not less than L ~ of the 
fair market value at the date of grant Options granted throu.gb April 30, 1984 were exercisable one year after 
grant and expired after 10 years. Options granted after April 30, 1984 were subject to the same terms and 
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····---------------------------------------------------...., 

GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPA."-JY) 

NOTES TO CONSOUDATED nNANCIAL STATEMENTS-(Coatiaued) 

Note 6. Stock. Optioa Plans-(Contioued) 

conditions as options issued llDdcr the 1984 Stock Option Plan. The 1975 plan terminated in 1985, and no 
additional options were granted after that date. 

In connection with the Acquisition, all holders of stock options with an exercise price of less than $53 per 
share received consideration consisting of cash and/or Merger Debentures equal to the difference between 
$53 per share and the applicable option exercise price. The total coosideratioo paid to option holders was 
approximately $27.4 million. Such amolldt was recorded as a charge to earnings in the first quarter of 1989. 

The following is a summary of certain information pertaining to the 1975 and 1984 stock option plans: 

Outstanding January I .................................... . 
Granted ................................................ . 
Exercised ............................................... . 

Terminated ............................................. . 

Vesting and cashout in connection with the Acquisition ........ . 

Outstanding end of period ................................. . 

At end of period: 

Exercisable ........................................... . 

Available for grant ..................................... . 

Outstanding ............................................. . 

Exercised ............................................... . 

F-37 

Flnt Q.aner 
1!1119 

(N.-ber of SUr-a) 

1,334,955 

(107,070) 

(22.170) 
( 1.205,715) 

-0-

s 5.94-
$ 42.88 
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····················································-----------------------------.., 

GAF CORPORATION AND SUBSIDlARIES 
(PREDECESSOR COMPANY) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Coatiaued) 

Note 7. l.avestmeat iD Joint Vnuure 

Financial data presented below pertains to GAF·Hills Chemie GmbH, a joint venture between the 
Predecessor Company and Hiils AktiengcseUscbaft, which operates a chemical manufacturing plant in West 
Gennany. The results of this joint venture were accounted for by the equity method. The Predecessor 
Company's equity in the earnings of GAF-Hii.ls is rc8ected as a reduction of cost of products sold in the 
Predecessor Company's statement of income. 

Income Statement data: 

Revenues ........................................................... . 

Costs and expenses .................................................. . 

Operating income .................................................... . 

Income for the period ...........•........•.•........•.•............... 

Equity of the Predecessor Company in earnings of GAF·Hiils .............. . 

Balance Sheet data: 

Current assets ....................................................... . 
Noncurrent assets ................................................... . 

Total Assets ................................ - ....................... . 

Current liabilities .................................................... . 
Noncurrent liabilities ................................................. . 

Total Liabilities ..................................................... . 

Net assets .......................................................... . 
Equity of the Predecessor Company in net assets of GAF·Huls ............. . 

F-.38 

s 30,127 
18,586 

$ 11.541 

s 6,232 
3,116 

Apdll, 1!1119 

s 27,734 
54,599 

s 82,333 

s 9,771 
13,755 

s 23,526 

s 58,807 
29,352 
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···············································-·-----------------------------.., 

GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

NOTES TO CONSOI..IDA TED llNANCIAL STA TEMENTS-(Conlioued) 

Note 8. Busiaess Segmea1 Ialormalioa 

Net sales 
Chemicals* ........................................................... . 

Less: Iotersegm.eot Sales .............................................. . 

Net Chemicals Sales ................................................... . 
Building Materials ..................................................... . 
Broadcasting .......................................................... . 

Net sales .....•..........•...........•.........•.........•..........•..•. 

Operating income 
Chemicals** ................................•.......................... 
Building Materials ..................................................... . 
Broadcasting .......................................................... . 
Other ............................................................... _. 

Total operating income ................................................... . 

Identifiable assets 

Chemicals•• .......................................................... . 
Building Materials ..................................................... . 
Corporarc and otber .................................................... . 

Total assets ............................................................. . 

Capital expenditures 
Chemic:als ............. _ .................... _ ......... _ ............... . 
Building Materials ..................................................... . 
Corporarc and other .................................................. _ .. 

Total .................................................................. . 

Depreciation 

Chemicals ............................................................ . 
Building Materials ..................................................... . 
Corporau: and other .................................................... . 

Total .................................................................. . 

•Chemicals sales exclude sales of GAF-HiHs Chemic GmbH. 

(MlWoa) 

s 158.9 
(6.6) 

152.3 
85.9 

1.1 

s 239.3 

s 37.1 
3.4 
0.1 
0.1 

s 40.7 

s 458.5 
261.2 
365.9 

$1,085.6 

s 3.9 
2.8 
0.2 

s 6.9 

s 2.7 
2.6 
0.3 

s 5.6 

••chemicals income and identifiable assets include the Prcdec:cssor Company's SOC. equity in tbe income and 
investment in GAF-Hiils Chemie GmbH. 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

NOTES TO CONSOUDA TED FINANCIAL STA TEMENTS-(Continued) 

Note 9. GeoaraPbic laformation 

Domestic Operatioo.s: 

Net sales• ............................................................ . 

Operating income ...................................................... . 

Other income: (expense} ................................................ . 

Income before income taxes and extraordinary items ........................ . 

Identifiable: assets ...................................................... . 

Foreign Operations: 

Net sales•• ........................................................... . 

Operating income ...................................................... . 

Other income••• ...................................................... . 

Income before income taxes and extraordinary items ........................ . 

Identifiable: assets••• ................................................... . 

•Domestic salc:s are net of transfers between geographic areas of $24.1 million. 

••Foreign sales are net of transfers between geographic areas of $5.3 million. 

Flnt QtlartH u-. 
April l, 1919 

{MUUa.s) 

$170.6 

s 19.9 

9.4 

s 29.3 

$891.0 

s 68.7 

s 17.7 

3.1 

s 20.8 

$194.6 

•••Foreign Operations income and identifiable assets include the Predecessor Company"s 50% equity in the 
income and investment in GAF-HW.s Chemic GmbH. 

Note 10. Com•itmeots and Continaeocies 

The Predecessor Company had operating leases for transportation, production and data processing 
equipment and for various buildings. Future minimum lease payments for properties which were held under 
long-term noncancelable leases as of April 2., 1989 were as follows: 

Twelve Months Ended April 2: 

1990 ............................................................... . 

1991 ............................................................... . 

1992 ............................................................... . 

1993 ............................................................... . 

1994 ............................................................... . 

Later years •........•................................•.•....... · .•... 

en-s-Is) 

$ 7,144 

4,488 

3,156 

2,004 

767 

1,464 

$19,023 

The discussion as to legal matters involving the Company, and appearing in response to .. Item 3. Legal 
Procecdinp" is incorporated herein by ~ferencc. 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

NOTES TO CONSOLIDATED FINANCIAL Sf A TEMENTS-(Coatiaued) 

Note 11. Supplemeatary lacome Statemeat Iaro,..atiOII 

Maintenance and repairs ................................................ . 
Rental expense- operating leases ....................................... . 

f.-41 

FlniQurw 
E..w 

Aprtl 1, lJII9 

(TIII-.111) 

$11,349 
2,096 
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G-l HOLDINGS lNC. 

PROPERTY, PLANT AND EQUIPMEI'II 

a..tftc:adoll 

Land .... ·········· ... ·········. 
Land improvements .............. 
Buildings and building equipment ... 
Machinery and equipment ......... 
Construction in progress ........... 

C1udcado. 

Land ........................... 
Land improvements .............. 
Buildings and building equipment ... 
Machinery and equipment ......... 
Construction in progress ........... 

Year Ended December 31, 1991 
(Thousands) 

llaluce 
J ... .., 1, Ad...., 

1991 MCOII lldift-a 

s 47,893 s - S-
11,257 768 53 
78,356 3,419 105 

366,943 36,862 2,359 
32,286 4,695 (a) 

$536,735 $45,744 $2,517 

Year Ended December 31, 1990 
(Thousands) ..._ 

J .. ...,-1, Addldou 
1990 .. c.. ~IS 

s 45,448 s 2,949 s 504 
8,205 2,916 80 

72,335 6,790 1,271 
328,922 44,211 2,938 

33.449 (1,040)(a) II --
$488,359 $55,826 $4,810 

--
Nine Months Ended December 31, 1989 

(Thousands) 

SCHEDULE V 

Baluce 
Decemw 3t, 

Odler (.) 1991 

s s 47,893 
11,972 

46 81,716 
(366) 401,080 
(58) 36,923 

s {378) $579,584 

llaiua 
Decalber 31, 

o .. er (.) 1990 

$ $ 47,893 
216 11,257 
508 78,356 

(3,252) 366,943 
(112) 32,286 

$(2,640) $536,735 

Truslcn BaJa.ee 
To OUoer Ilece•ber 31, 

lledre-..1:1" .u-ats (c) Ot1ter (II) 1989 

Land ................. s 
Land improvements ... . 
Buildings and building 

equipment ......... . 
Machinery and equip-

ment. ............. . 
Construction in progress 

s 
Nllle$: 
(a) Denotes oet change durinJ the period. 

(b) Priac:ipally rell.ecfl sales oC lixcd wets. 

s 59,154 
7,386 

75,047 

295,545 
46,581 

$483,713 

s 
850 

5,805 

42,025 
(12., 737)(a) 

$35,943 

S- $(14,655) s 949 s 45,448 
77 26 20 8,205 

77 (9,759) 1,319 72,335 

2,169 (8,064) 1,585 328,922 
(395) 33,449 

$2.,323 $(32,847) s 3.873 $488,359 
--

(c) l!K:Iudes $29.3 m.illioll R'd•llificeriolll ofaasets Ln co.~~nectio.D watb t.be lnUISCer or the: GAF SurfactaolS Bu.sincu (see Nett 4 oC Noca 
to CAasotidated finaDcial Starcmcots or the: Repsa-ant). 

(d) locJudcs $2.9 millioo rellrcd to the acquisition or Suaon Laboratona, Inc. (see Norc S o( Noles to Coosolidarad Fi.oiDCial 
Swemeots or tbe Rcgisuut). 

Tbe ranps ol ao.oul depm:iatio.o ra1es paendly were 15 (olio'*' ( •pplied. principally on tb e str'lilb t -line basis) : 

Laod improYemcnts... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2\l:z - lot. 
Builitinp and buildi.o& equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . 2\l:z - 33\ls'lo 
MICbiacey and equipment . . .. . . . . . .. . . . . . . .. . . . . . . . . . . . . . . s - ll\ls" 
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SCHEDULE VI 

G-1 HOLDINGS INC. 

ACCUMULATED DEPRECIA 110N OF PROPERTY. PLANT AND EQUIPMENT 

Year Ended December 31, 1991 
(Thousands) 

A*Mdou ......_ CbrFI co 
J__,.l, COIIb.U 

a..iA~ 1991 EKpn.s 

Land improvements ...................... s 1,059 s 701 
Buildings and building equipment .......... 6,330 3,901 
Machinery and equipment ................ 38,762 26,993 

$46,151 $31,595 

Year Ended December 31, 1990 
(Thousands) 

Addldou ..._ 
~-J__,.l, COIIbud 

a..tac:..ao. 1990 E.-

Land improvements ...................... s 489 s 704 
Buildings and building equipment .......... 2,497 3,838 
Machinery and equipment ................ 15,140 25,768 

$18,126 $30,310 

aem-.~s 

s 60 
86 

1,894 

$2,040 

~-
s 134 

69 
2,224 

$2,427 

Nine Months Ended December 31. 1989 
(Thousands) 

Addldo.s ..._ Chrpd to Traafer 
A,.ti:Z. C.aaul ToOdler 

19119 Es,.._ RedR ... rs A-•lls (a) 

Land improvements ............... s s 501 s 27 s l3 
Buildings and building equipment ... 2,841 64 (310) 
Machinery and equipment ......... 17.700 1,977 (609) 

s $21,042 $2,068 $(906) 

Note: 

llaJaKe 
lkm•berll, 

Odler 1991 

s 5 s 1,705 
90 10.235 

1,302 65,163 

$1,397 $77,103 

8alaKe 
Dec:e.-JI, 

OUia- 1990 

S- s 1,059 
64 6,330 
78 38,762 

s 142 $46,151 
--

...._ 
Dec:ellllboer ll, 

OGer 1989 

$ 2 s 489 
30 2,497 
26 15.140 

s 58 $18,126 
--

(a) Includes $898 ol ~mutated depttcialioa reclauitied in connection with the transfer oldie: OAF Sud"acanu Busina.s (see NDk 4 
nf Note& to Qnsoli4atcd rllWicial. S~atcmcnu aC the: Repran!J. 

b8 
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..................................................... ··························---------------------------------------------------.., 

SCHEDULE Vni 

G-1 HOLDINGS INC. 

VALUATION AND QUALIFYING ACCOUNTS 

Year Eadcd December 31, 1991 
(Thousands) ...... 

J .. _, I, 
DacripdUM .,. 
Valuatiaa and Qualifying Accounts Deducted from 

Assets ta Which They Apply: 
Allowaace for doubtful accounts .................. s 3,800 
Allowance for discounts ......................... 12,947 
Reserve for inventory market valuation ............. 5,571 

Year Eadcd December 31, 1990 
(Thousands) 

Cbrplto Baluc:e eo. ... Dece•INr ll, 
Fq Decl.ato. 1991 

s 857 s 8.32 (a) s 3,825 
40,825 42,728 t 1,044 

1,917 4,268 3..280 

...._ Qarpdto ....... 

Delc:rtpON 

Valuation and Qualifying Accounts Deducted from 
Assets to Which They Apply: 
Allowance for doubtful accounts ................. . 
Allowance for discounts ........................ . 
Reserve for inventory market valuation ............ . 

J • ....,... c...... DeataiNr 31, 
lfiO u,.- Dt*cdo.. 1990 

s 3,.319 
11,7.32 
4,823 

s 1,403 
36,151 

3,059 

S 922 (a) S 3,800 
34,936 12,947 
2,3ll 5,571 

Nine Months Eaded December 31, 1989 
(Thousands) 

n-tptioll 

Valuatiaa and Qualifying 
Accounts Deducted from 
Assets to Which They Apply: 
Allowaace for doubtful accounts S 
Allowance for discounts ...... . 
Reserve for inventory market 

valuation ................ . 

Noces: 

$3,701 
6..269 

8,053 

(a) Rcpraeau write-oft" I or WICOllccD.blc .-:cou.a u act or recovcria. 

s 1,698 
18,159 

.3,976 

S 1,566 (a) $(5 14) 
12,696 

6,631 (575) 

s 3,319 
11,732 

4,823 

(b) R.cpracau ft'CI•qjfiacioa of .ascu. or tbc OAF Swfaccaats Businas (sec Narc 4 or Notes IQ Canolid•teli Fiaaocial St.~cmcau of 
tbc R.qiamnt), 

S-3 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

PROPERlY, PLANT AND EQUIPMENT 

Cluslllcadoll 

Land ......................... . 
Land improvements ............. . 
Buildings and building equipment .. 
Machinery and equipment ....... . 
Construction in progress ......... . 

Ncu: 

(•) 0moca Ht cD.IDp duri.al the pcnod.. 

First Quarter Ended April 2, 1989 
(Thousan.ds) 

. ........, 
$ 8,928 

13,870 
17,346 

318,510 
50,002 

$468,656 

$ s 
221 

1.236 
7,904 

(2,463)(a) 

s 6,903 

$ 

473 
572 

$ 1,045 

SCHEDULE V 

Tnufen a...ice ....... Aprlll, 
Accoats 1989 

s {38) $ 8,895 
(37) 14,054 

(8) 78,101 
71 325,913 
12 47,551 

$ $474,514 

The naops ol maual dcpRc:laaoa rata paerally we~e u Collows {~ pri.acq.lly oa dac slnllbt-line buis): 

Laod improvcmcaa . . . . . .. . . . . . . . . .. .. .. . . . ........... . 
Bulldiap md builditll equipment ........................ . 
Macbiaay md ccp.li.pmcat ............... __ .. _ .......... . 

2YJ.- 6Wio 
2¥1- ]]lh .. 
s -Jllh .. 
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SCHEDULE VI 

GAF CORPORATION AND SUBSIDlARIES 
(PREDECESSOR COMPANY) 

ACCUMULATED DEPRECIATION OF PROPERTY, PLANT AND EQUIPMENT 

First Quarter Ended April 2, 1989 
(Thou.sa.nds) 

............ ...... ~co 
Ju..ry 1, C...UII ·- E.l: ..... ....._... 

Land improvements .................................. . s 5,088 s 132 s 15 
Buildings and buildina: equipment ...................... . 29,978 763 203 
Machinery and cqllipment ............................. . 105,860 4,656 440 

$140,926 $5,551 s 658 --

S-5 

...... 
Aprl.l, 

1119 

s 5,205 
30,538 

110,076 

$145,819 
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GAF CORPORATION AND SUBSIDIARIES 
(PREDECESSOR COMPANY) 

VALUATION AND QUAUFYING ACCOUNTS 

First Quarter Ended April 2, 1989 
(Thousands) 

llelcrtpdwo 

Valuation and Qualifyins Accounts Deducted rrom 
Assets to Which They Apply: 
Allowance for doubtful accounts .............. . 
Allowance for discounts ..................... . 
Reserve for inventory market valuation ......... . 

Noc.c: 

(I) ltepreseaU writll-oii'J of WICOilecti.bl.c KCQWUS IICt of recow:ria. 

S-6 

Baluce 
J-U'J I, ·-
$3,988 
6,967 
6,164 

CUra-1 tG 
c ....... 
bpeues 

$ 70 
840 

1,855 

SCHEDULE vm 

Baluce 
AJrill, 

Dedllcdlllls 1919 

S 357 (a) $3,701 
1,838 5,969 

366 7,653 

7..2 
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EXHIBIT INDEX 

Page No. 

22. Subsidiaries of the Company 

All other exhibits incorporated by reference as stated on 
pages ,;1.1 _ .;t ;t . 
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c/;SCLOSURE 
• • Information Services, Inc. 

5161 River Road 
Bethesda, MD 20816 

(301) 951·1300 

~~[K]D~DU~ 
[F@ [LJL@ \YAY! 
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Exhibit 22 

Significant Subsidiaries 

Subsidiary 

G Industries Corp. 

GAF Building Materials 

South Ponca Realty Corp. 

Merick Inc. 

GAF Broadcasting Co. Inc. 

Perth Inc. 

GAF Insurance Ltd. 

GAF Chemicals Corporation 

International Specialty 

Products Inc. 

ISP Chemicals Inc. 

ISP Investments Inc. 

ISP Minerals Inc. 

ISP Technologies Inc. 

ISP Global Technologies Inc. 

Jurisdiction of Incorporation 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Bermuda 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 
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